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Foreword 


I am pleased to table the second volume of my 1997 Report. This Foreword is followed by “Matters of 
Special Importance — 1997” and the Main Points from all of this year’s chapters. In addition, this volume contains 
16 chapters, bound separately: 


e Crown Corporations: Making Performance Measurement Work 
e Systems under Development: Taking Charge 
e Agriculture and Agri-Food Canada — Prairie Farm Rehabilitation Administration 


e Citizenship and Immigration Canada and Immigration and Refugee Board — The Processing of 
Refugee Claims 


e Canada Labour Relations Board 

e Ozone Layer Protection: The Unfinished Journey 

e Fisheries and Oceans Canada — Pacific Salmon: Sustainability of the Resource Base 
e Industry Canada — Management of the Small Business Loans Program 

e Office of the Superintendent of Financial Institutions — Insurance and Pensions 

e Revenue Canada — The Financial Management Regime 


e Revenue Canada and Department of Finance — Understanding Changes 
in Tax Revenues: GST 


e The Correctional Investigator Canada 

e RCMP Public Complaints Commission 

e Follow-up of Recommendations in Previous Reports 

e Other Audit Observations 

e Sustainable Development Strategy for the Office of the Auditor General 


We also issued the first volume of our 1997 Report in October containing 21 chapters. 
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In addition, this year our Office has provided: 
e an opinion and observations on the Financial Statements of the Government of Canada 


e an auditor’s report and observations on the Debt Servicing and Reduction Account Statement of 
Transactions 


e some 100 auditor’s reports and observations on Crown corporations and other entities, territorial 
governments and organizations and international organizations. 


Further, in 1997 our Office completed the special examination of Petro Canada Limited. 


Under Section 11 of the Auditor General Act, I may undertake from time to time, assignments at the 
request of the Governor in Council. 
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1997 


Main Points 


In this chapter each year, I highlight significant issues arising from our work of the year, and 
issues from previous years that continue to be of special importance. This year, I present issues that I 
consider to be of particular importance to the new Parliament elected last June. 


The new Parliament faces a number of challenges and opportunities that stem from the changes 
unfolding in government: 


e Special attention is needed to maintain accountability in new service delivery 
structures. An unprecedented movement of important public services away from 
government departments is under way. These new, but often more complex, arrangements 
can bring significant benefits, as long as accountability 1s not eroded. 


e The stresses facing the public service. The public service is a vital institution under 
considerable stress. Parliamentarians can play an important role in ensuring that the steps 
being taken to renew the public service are adequate. 


e The continued need to carefully monitor the government’s financial condition. Although 
the deficit has been falling, the debt remains high by historic and international standards, 
making good information on the government’s financial condition as vital as ever. 


e The importance of modernizing parliamentary scrutiny of the entire business of 
government. The annual supply process focusses on only a limited portion of government 
expenditures. While information is improving, Parliament’s ability to scrutinize the entire 
business of government needs to be strengthened. 


e The challenge of environmental and sustainable development issues. The creation of the 
Commissioner of the Environment and Sustainable Development within our Office and the 


requirement for departmental sustainable development strategies are important new tools for 
moving from words to action. 


Parliamentarians have available a number of instruments they can use to make a difference in 
how government is managed. However, their efforts have been hampered to a degree by the lack of 


proper information on plans and results. I am encouraged, though, by recent government efforts to 
address this long-standing concern. 


Other recent and ongoing issues are discussed in a supplement to the chapter: 


e The Year 2000 information technology problem is urgent, putting government programs and 
services at risk. 
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e Large information technology projects require that the Treasury Board Secretariat play a 
more active role. 


e Moving government from a focus on inputs and process toward managing for results is 
possible, but it will take strong, persistent leadership. 


e Government needs to improve its approach to privatization and commercialization initiatives 
by ensuring that fair market value is received for divestitures and that the results of each 
initiative are reported back to Parliament. 


e [tis time to make comptrollership a reality and improve the government’s financial 
management capabilities. 


e A number of opportunities for cost savings have been identified in our audits over the past 
year. 


e Important progress has been made in protecting the tax base, but more remains to be done. 


e There is a need to increase the momentum of efforts to maintain the sound ethical base in 
government. 
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Vision 
We are committed to making a difference for the Canadian people by 


promoting, in all our work for Parliament, answerable, honest and productive 


government that reflects a commitment to sustainable development. 


Mission 


The Office of the Auditor General of Canada conducts independent audits 
and examinations that provide objective information, advice and assurance 
to Parliament. We promote accountability and best practices in 


government operations. 


Elaboration of Mission 


In achieving our mission, 


we want to make a difference by promoting: 


® a fair and frank accounting of government’s stewardship of financial and 


other resources 


@ efficiency and productivity in the public service 


5 


cost effectiveness of government activities 


® collection of revenues owed to the Crown. 


Other effects we want to produce 


through our work are: 


¢ 


objective assurance on matters found to be satisfactory and unsatisfactory 


@ 


compliance with authority 


@ deterrence of fraud and dishonesty. 
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Taking Government into the 21st Century: 
Matters of Special Importance for the New 
Parliament 


he June election brought 90 new 

parliamentarians to Parliament 

Hill, and returned 211 witha 
new mandate. The members of this 36th 
Parliament will in all likelihood be those 
who lead government into the 21st century. 


No doubt, parliamentarians are thinking a 
great deal about how to make a difference 
during this mandate. While much of their 
work rightly involves policy issues, much 


also involves monitoring the increasingly complex activities of government 
and holding the government to account. That is where my role comes in. 


Our Office Is Here to Help Parliament 


Popular culture in this country misses a critical element: important as my role 
as “watchdog” may be, it is Parliament that has the ultimate role of keeping 
watch over government. As Auditor General, my job is to 
alert Parliament to issues of how government is being 
Important as my role as “watchdog” managed, through timely, relevant, audit-based 


may be, it is Parliament that has the information. I and my staff are driven by the conviction 
ultimate role of ke epin g watch over that Canadians deserve government that delivers good 


' value for money and serves their interests. In this way, we 
government. 


help Parliament in its job of holding the government to 
account. 


One of my priorities as Auditor General has been to find ways to serve 
Parliament better. In addition to maintaining our long-standing and 
productive relationship with the Public Accounts Committee, we have 
worked extensively to bring our audit findings to the attention of other 
parliamentary committees. During the 35th Parliament, we appeared before 
21 committees of the House and Senate in addition to the Public Accounts 
Committee. As well, we now release reports more than once annually, 
allowing us to report issues on a more timely basis. 


Issues Facing the New Parliament 


When I started my term as Auditor General almost seven years ago, I could 
not have imagined the extent and pace of change we now see in government. 
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The scale of this unfolding change may well rival the fundamental 
restructuring of government during and after the Second World War, and the 
major expansion of government programs in the 1960s. As many have noted, 
the financial condition of governments, globalization, the information 
technology revolution and major demographic and societal shifts are among 
the factors behind the changes we are now experiencing. 


The situation we face today is not unlike a business undergoing a major 
restructuring — expanding into new lines of business and abandoning old 
ones, as it reorganizes internally and enters into new joint ventures. For 
shareholders of a business, a major restructuring brings real challenges and 
risks. The old ways of keeping abreast of the company’s fortunes often must 
change, and the issues on which shareholders must keep watch may become 
quite different. 


Certainly, government is not a business and parliamentarians are not 
government’s shareholders. All the same, I see similar challenges and 
opportunities for parliamentarians in the changes unfolding in government. 
Five issues are particularly important: 


the need to maintain accountability in new service delivery structures; 
e the stresses facing the public service; 


e the need to maintain careful monitoring of the government’s financial 
condition; 


e the importance of modernizing parliamentary scrutiny of the entire 
business of government; and 


e the challenge of environmental and sustainable development issues. 


Each of these issues has been, and will continue to be, given priority in our 
audits. Other recent and ongoing audit issues are presented in the supplement 
to this chapter. 


Issue 1: Maintaining accountability as activities move outside 
traditional government structures 


There is an unprecedented movement of activities — many of which are key 
public services — away from federal government departments. This is taking 
a variety of forms, under a variety of labels such as “devolution”, 
“commercialization” and “alternative service delivery”. For example, 
activities are being transferred to third parties, as in the case of the air 
navigation system, and to client groups, as in the case of Aboriginal 
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programs. As well, new partnering arrangements are being negotiated to 


share program responsibilities with provincial governments. 


As part of these changes, new organizations are being established that are 


structured much differently from the traditional model of a government 


Key Activities Being Transferred from 
Government Departments 


NAV CANADA is a private, not-for-profit 
organization that assumed responsibility for the safe 
operation of Transport Canada’s civil air navigation 
system in November 1996. Approximately 6,000 
Transport Canada employees were transferred to the 
organization, which has announced revenues of 
$776 million from its first 10 months of operation. 


Canadian Food Inspection Agency is a separate 
agency reporting to the Minister of Agriculture and 
Agri-Food that consolidates the food inspection 
activities of Agriculture and Agri-Food Canada, 
Health Canada and Fisheries and Oceans. Over 
4,500 full-time equivalents were transferred to the 
Agency, and it received annual parliamentary 
appropriations of $271.8 million in 1997-98. 


Canada Customs and Revenue Agency, as 
proposed, would replace Revenue Canada in 
administering Canada’s revenue laws and those of . 
participating provinces. The Agency would operate 
at greater distance from government and would 
involve the transfer of 40,000 employees and over 
$2 billion in annual parliamentary appropriations. 


department. This has the makings of a major change in 
the shape and nature of government. One notable 
impending change is the proposed Canada Customs and 
Revenue Agency. This would replace Revenue Canada, 
and alone would involve 40,000 employees — some 20 
percent of the federal public service — and over 

$2 billion in annual parliamentary appropriations. 


Parliamentarians have an important oversight role to play 
in the establishment of these new organizations. Beyond 
the policy issue — namely, whether the proposed 
structure is indeed the best option — lies the issue of 
maintaining accountability. Many involve partnerships 
that demand more complex accountability arrangements 
between partners and back to their respective 
constituencies. 


Proper accountability is critical for two reasons: the 
services being delivered frequently involve important 
matters of public interest, and in many cases the 
organizations will continue to require significant public 
funding. 


Parliamentarians in the past have rightly asked how the 


fundamental principle of accountability to Parliament will be maintained in 


these new structures. Will parliamentarians continue to have a means by 


which to question ministers on these activities? How will Canadians and 


parliamentarians have assurance that the public interest is protected? 


The new arrangements can bring important benefits, but proper attention 


must be paid to accountability. Proper attention is being paid in some cases to 


clearly delineating roles and responsibilities, establishing clear objectives, 


and requiring full and frank reporting of the results achieved — key elements 


of good accountability. However, as experience elsewhere with the creation 


of new structures indicates, maintaining accountability has been a persistent 


challenge. 


Without question, the accountability landscape is becoming more varied and 


less dominated by government departments. This and future Parliaments will 
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need to develop effective mechanisms for holding to account a greater 
variety and number of organizations, involving more diverse relationships 
among Parliament, ministers and appointed officials. 


For related audit work, see: 1997 Chapter 13 Health Canada — First Nations Health; 
1997 Chapter 19 Transport Canada — Commercialization of the Air Navigation 
System; 1997 Chapter 20 Public Works and Government Services Canada — 
Privatization of the Canada Communication Group 


Issue 2: The public service is an institution under stress 


During the course of my career, I have come to believe that ultimately what 
makes an organization effective is not the quality of its administrative 
policies and procedures or its management systems. 


Personnel Systems Are Getting in the Way Important as these are, what matters most is the people 
After years of on-again, off-again efforts to who work there. Government organizations that are truly 
streamline government personnel systems, they innovative, serve the interests of Canadians and deliver 
still require: good value for money are those that have inspired 

e over 12,000 pages of rules and guidelines; leadership, strong values, and skilled and motivated 

e 70,000 rules governing pay alone. people. There is no question in my mind that a competent 
At the very time when we are facing significant and professional public service is essential to the 


challenges to keep, motivate, develop and attract 
good people, we have systems that are holding us 
back. Getting out from under these systems seems 


economic, social, environmental and political health of 
our nation. 


to be one reason behind the move to create new 


agencies. 


Yet the results of our audit work suggest that the public 

service 1s an institution under considerable stress. 
Particular areas that need attention include rejuvenating and renewing the 
public service work force, and resolving long-standing human resource 
management issues that require legislative and administrative changes. These 
are not new issues: I and others have raised them in the past but insufficient 
action has been taken to resolve them. One of the real challenges in 
addressing these issues has been that central responsibility for them is shared 
among a number of bodies, including the Public Service Commission, the 
Treasury Board Secretariat and the Privy Council Office. 


Many government officials, including the Clerk of the Privy Council, have 
expressed similar concerns about the condition of the public service. The 
Clerk has argued, “To perform well, the public sector must constantly retain, 
motivate and attract a corps of talented and dedicated public servants. There 
are indications that this could be the most difficult challenge that the Public 


Service of Canada will face over the coming years.” She has called this a 
“quiet crisis’. 


The Clerk has initiated an exercise called La Reléve to address these issues. 
Parliamentarians can play an important role in ensuring that the steps being 
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taken will adequately address the many issues facing the public service. One 
means of doing this, as the House Standing Committee on Government 
Operations recommended in its Third Report tabled at the end of the last 
Parliament, is to regularly monitor the renewal process to ensure that 
progress is being made. 


For related audit work, see: 1997 Chapter I Maintaining a Competent and Efficient 
Public Service; 1996 Chapter 5 The Reform of Classification and Job Evaluation in 
the Public Service 


Issue 3: Monitoring the financial condition of government remains 
important 


Amid a great deal of speculation about a coming “fiscal dividend”, it is 
important to pay close attention to the federal government’s financial 
condition. The numbers suggest that, while the battle over the deficit is close 
to being won, the debt remains a significant concern. The size of our debt in 


“The deficit is falling...” 
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relation to the size of the economy remains high, both by historic standards 
and by comparison with other OECD countries. Progress on reducing the 
deficit has certainly been commendable, but it is no less important to focus 
on the government’s “financial condition” in the fullest sense of the term. 


One unmistakable long-term challenge to government’s financial condition is 
the aging of the Canadian population. The ratio of elderly to working-age 
Canadians is likely to rise sharply in the next few decades. While not all the 
elderly will be dependent on publicly funded pensions and services, many of 
them will be, putting pressure on government spending in areas of social 
security and health care. Our debt level and existing level of taxation put 
additional strain on our capacity to meet the unfolding demographic 
challenges without disadvantaging the young. 


Good information is critical to fostering healthy debate about the public 
policy choices that lie ahead. The Canadian Institute of Chartered 
Accountants (CICA) recently completed a study that urged governments to 
report their financial condition through a set of 10 indicators. The CICA 
indicators cover three important dimensions of financial condition: the 
sustainability of the debt burden; a government’s flexibility to raise revenues 
through taxation or borrowing, should it need to; and its vulnerability to 
forces beyond its control. The study demonstrates that financial condition 
involves more than just the government’s financial position at a given time 
— it requires taking the long view, which I recommended in this chapter in 
(O07, 


By focussing attention on the sustainability, flexibility and vulnerability of 
the government’s financial condition, I think the use of the CICA indicators 
can help us better understand the true state of the government’s finances, and 
better debate the public policy choices we face as Canadians. 


For related audit work, see: 1995 Chapter 9 Information for Parliament — Deficits 
and Debt: Understanding the Choices 


Issue 4: Modernizing parliamentary scrutiny of the entire business 
of government 


With the increasing complexity of the business of government in recent 
decades has come a greater variety of ways that money flows into and out of 
government. This brings the need to continue modernizing Parliament’s 
ability to scrutinize and control the entire business of government. 


The traditional foundation of Parliament’s scrutiny of expenditures is the 
annual supply process. Yet annual appropriations have come to represent 
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only the proverbial “tip of the iceberg” of government expenditures. 
Statutory expenditures, where moneys were approved under previous 
legislative authority and hence are not voted in the annual supply process, 
account for 66 percent of federal spending ($106 billion in 1996-97), leaving 
only 34 percent ($55 billion in 1996-97) that is voted annually. Other 
important, but less obvious, flows of money include tax expenditures 


(estimated to be in the tens of billions of dollars 


The Growing Use of User Charges annually), vote-netted program funding and the 


To deal with fiscal restraint, government is bringing government’s growing reliance on user charges. 
in a number of new user charges, revenues from 


which totalled $3.8 billion in 1995-96. : ; 
Concern about the challenge this poses to parliamentary 


Recent audits by our Office have highlighted 
weaknesses in the implementation of user charges. 
For example, we have found that government 
accounting systems are typically not designed to 
provide costing information needed to justify the 
levels of user fees charged. 


control and scrutiny is hardly new: it has been noted on a 
number of occasions by our Office and others. 


These issues are particularly timely given the release at 
the end of the last Parliament of the Sixty-Fourth Report 
The move toward greater cost recovery raises of the Standing Committee on Procedure and House 
important questions for Parliament. Have 
departments minimized their costs before asking 
users to pay? Have the financial, competitive and Circle of Control. As the Committee noted, some 
socio-economic impacts of user charges, in both the significant advances have been made in the tools and 
short and long terms, been considered? Are there 
proper redress mechanisms for stakeholders? 


Affairs, entitled The Business of Supply: Completing the 


information available to help Parliament scrutinize these 
a various revenues and expenditures— a topic that I 

And perhaps most important for parliamentarians: 
does Parliament have the information it needs to 
keep an eye on this issue? 


discuss in more detail below. 


The report makes a series of recommendations for 
further enhancing the information available to Parliament on expenditures 
outside annual appropriations, and for strengthening the ability of Parliament 
to scrutinize these regularly. Particularly noteworthy were the Committee’s 
recommendations that statutory and tax expenditures be explicitly subject to 
cyclical parliamentary review. The Committee also called for strengthening 
the program evaluation of statutory expenditures, similar to 
recommendations I have made in the past. These suggestions deserve serious 
consideration by the new Parliament. 


Bringing these various flows of money under formal, recurring parliamentary 
review would be a major step in strengthening the role Parliament plays in 
holding government to account. 


For related audit work, see: 1997 Chapter 5 Reporting Performance in the 
Expenditure Management System; 1996 Chapter 3 Evaluation in the Federal 
Government; 1995 Chapter 24 Revolving Funds in the Parliamentary System: 
Financial Management, Accountability and Audit 
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Issue 5: Sustainable development — moving from words to action 


Soon after becoming Auditor General in 1991, I identified the environment 
as one of the key issues on which I planned to focus. Environmental and 
sustainable development matters will shape not only our immediate future 
but also our legacy to future Canadians. Our challenge is to go beyond the 


The Atlantic Fisheries Crisis: Why Sustainable 
Development Matters 


A simple truth lies at the heart of the concept of 
sustainable development: something imbalanced 
cannot continue indefinitely. The Atlantic fisheries 
crisis provides a compelling illustration of what 
happens when government programs are unable to 
achieve a result that is sustainable from an 
environmental, social and economic perspective. 


Chapters 14 through 16 of the April/October Report 
detail how over $3 billion, including $1.9 billion 
under The Atlantic Groundfish Strategy, has been 
spent in the last seven years in an attempt to solve 
the problems of the Atlantic groundfish fisheries. 
Little progress has been made, however, toward 
reducing fishing overcapacity. As well, too many 
people remain dependent on the fisheries — if 
anything, The Atlantic Groundfish Strategy may 
well have had the reverse effect of encouraging 
people to remain attached to the fishery and 
dependent on federal government support. And, 
while improvements have been made to certain 
fishery management activities, more needs to be 
done to ensure conservation of the Atlantic 
groundfish stocks. 


Billions of dollars later, the story remains one of too 
many boats, too many people dependent on the 
groundfish fishery, and far too few fish. It is a 
situation that clearly seems unsustainable. 


rhetoric of sustainable development, and to focus on its 
practical implementation. 


In the years since, our capacity to deal with 
environmental and sustainable development issues has 
increased substantially. In 1995, the 35th Parliament 
amended the Auditor General Act to provide 
parliamentarians and the public with a new set of tools to 
assess the federal government’s performance in managing 
environmental and sustainable development issues: 


e “Environment” joins economy, efficiency and 
effectiveness as the fourth “E” that our Office 
considers in deciding what to report to the House of 
Commons. 


e Twenty-four federal government departments and 
agencies are required to prepare sustainable 
development strategies and table them in the House 
of Commons by 15 December 1997. 


e The position of Commissioner of the Environment 
and Sustainable Development was created within our 
Office with the mandate to review and report on 
departments’ sustainable development strategies, and 
on other issues that should be brought to the attention 
of Parliament. 


The Commissioner presented his first report to Parliament in March of this 
year. The report highlighted three key concerns about the federal 
government’s environmental performance over the past decade: an 
implementation gap, where the federal government’s performance has tended 
to fall short of its stated objectives; a lack of co-ordination and integration 
among government departments and between jurisdictions; and inadequate 
performance review and related information to Parliament. 


How we together make use of the new tools for assessing government’s 
performance will send a powerful signal to departments and to the public of 
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the importance attached to this policy area, and of our capacity to turn good 
intentions into effective action. 


For related information, see: 1997 Report of the Commissioner of the Environment 
and Sustainable Development; 1997 Chapter 4 Control of the Transboundary 
Movement of Hazardous Waste; 1997 Chapter 10 Natural Resources Canada — 
Energy Efficiency; 1997 Chapter 14 Fisheries and Oceans Canada — Sustainable 
Fisheries Framework: Atlantic Groundfish; 1997 Chapter 15 Fisheries and Oceans 
Canada — Rationalization and Renewal: Atlantic Groundfish; 1997 Chapter 16 
Human Resources Development Canada — The Atlantic Groundfish Strategy; 1997 
Chapter 24 Agriculture and Agri-Food Canada — Prairie Farm Rehabilitation 
Administration; 1997 Chapter 27 Ozone Layer Protection: The Unfinished Journey; 
1997 Chapter 28 Fisheries and Oceans — Pacific Salmon Management: The 
Sustainability of the Resource Base; Chapter 37 Office of the Auditor General 
Sustainable Development Strategy 


Instruments for Making a Difference 


The Atlantic Fisheries Crisis: Why 
Performance Reporting Matters 


The limited success of programs to deal with the 
problems of the Atlantic groundfish fisheries 
serves to illustrate a broader question: how are 
parliamentarians to know whether government 
programs are indeed working? 


All too often, Parliament’s only sources of 
information have been media reports, think tank 
studies, contacts with interest groups and 
constituents, internal government studies released 
under Access to Information requests, or our audit 
reports. 


Valuable as these are, they are no substitute for the 
information that government is obliged to provide 
to Parliament for accountability purposes. Taking 
The Atlantic Groundfish Strategy as an example, 
it seems entirely reasonable to expect that 

$1.9 billion would not be spent without 
accounting to Parliament for what was achieved 
and what lessons can be drawn for future 
programs. In fact, little information on the results 
of the strategy has been provided. 


Program evaluations, good reporting on 
performance, and the like will not themselves 
solve complex problems, such as those facing the 
Atlantic fisheries. But they are essential tools in a 
first step toward finding solutions — 
understanding the true nature and extent of the 
problem and whether existing approaches are 
working. 


Parliamentarians have a variety of means available to 
make their mark on the management of government. The 
legislative process is one such opportunity: when a new 
program is introduced, parliamentarians can pursue the 
issue of whether the government organizations involved 
have the capability and resources to implement the 
proposed legislation. Another opportunity lies in the 
ability of committees to launch hearings on any aspect of 
government management in their subject matter area. 


Potentially one of the best opportunities for committees to 
scrutinize government management is one of the oldest 
— parliamentary review of the government’s annual 
Estimates. For a number of reasons, it also has been a 
much underused opportunity. As the Sixty-Fourth Report 
of the Standing Committee on Procedure and House 
Affairs concluded earlier this year, “The inadequacy of 
committee study of the Estimates has become 
depressingly obvious.” The report provided a number of 
thoughtful suggestions on ways by which Parliament 
could make more effective use of the Estimates process. 


I have long argued that one thing hampering 
parliamentarians from making better use of the Estimates 
process has been that government has not provided them 
with appropriate information. Given the many competing 
demands on their time and considering the size and 
complexity of government, parliamentarians need 
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information, tailored to their needs, that clearly and concisely explains what 
departments plan to do, what it will cost, what results they hope to achieve, 
and what results they actually have achieved. The lack of information on 
results has been a chronic problem, one that I have highlighted repeatedly. 


As part of efforts to revise its Expenditure Management System, the 
government has been actively experimenting with ways to improve the 
information reported to parliamentarians. I have been supportive of these 
changes and was pleased to see the Improved Reporting to Parliament 
Project, after a successful pilot phase, extended to all departments this fall. 


But better information is only one element in making the Estimates process 
more useful to parliamentarians. As the Procedure and House Affairs 
Committee report suggested, a more vexing issue has been how, in our 
system of strong Cabinet government, parliamentarians can see an 
opportunity in the Estimates process to influence government decisions. The 
reforms of the Expenditure Management System have tackled this by 
requiring departmental performance reports to be tabled in the fall, in time 
for committees to influence the direction of the following spring’s Budget 
decisions and supply requests, and departmental plans to be tabled in the 
spring, in time for committees to influence Cabinet’s summer deliberations 
on priorities. 


It is now up to parliamentarians to signal whether the information being 
provided meets their needs. If they press for information on the results of 
government activities and visibly use the information in their work, they will 
give departments a powerful incentive to collect and report the information. 


It might be appropriate to make these requirements a permanent feature in 
the supply process. This could take a variety of forms, including that of 
accountability legislation requiring departments to report on their 
performance, as other jurisdictions such as the United States, New Zealand, 
Western Australia and Alberta have enacted. 


As parliamentarians make greater use of performance information, they may 
find it useful to have our Office provide some form of assurance on the 
fairness and reliability of the information reported by departments. I will be 


providing such an assessment annually on the performance reports of the 
new Canadian Food Inspection Agency. 


For related information, see: 1997 Chapter 5 Reporting Performance in the 
Expenditure Management System; 1997 Chapter 11 Moving toward Managing for 
Results; 1997 Chapter 14 Fisheries and Oceans Canada — Sustainable Fisheries 
Framework: Atlantic Groundfish; 1997 Chapter 15 Fisheries and Oceans Canada — 
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Rationalization and Renewal: Atlantic Groundfish; 1997 Chapter 16 Human 
Resources Development Canada — The Atlantic Groundfish Strategy 


Conclusion 


Parliamentarians have a number of important roles to play in overseeing the 


changes poor way in government — as advocates for better government 


My Priorities are: 
1. To help improve the government’s financial 
condition, by: 


e supplying useful information and 
encouraging government to follow suit; 


e fostering improvements in the effectiveness 
of revenue programs; and 
e finding savings in government operations. 


2. To stimulate real advances in accountability concepts 
and improve accountability practices in 
government. 


3. To influence the quality of financial management in 
government. 


4. To contribute to necessary changes in the public 
service. 


5. To implement fully the role of the Commissioner of 
the Environment and Sustainable Development. — 


programs and better quality of service, as protectors of 
accountability to Parliament and the Canadian public, 
and as guardians of the public interest and the public 
purse. 


The members of the 36th Parliament are probably the last 
with whom I will deal as Auditor General. Indeed, with 
my 10-year term ending in 2001, our mandates will likely 
end at about the same time. I have set five priorities 
where I want to see this Office make a difference 
between now and 2001. As I pursue these and other 
issues, I hope to have solid working relations with 
parliamentarians and standing committees. 


These are challenging times for all of us. Indeed, I can 
think of few other times when there has been as much 
opportunity to make a difference in public administration 


or when it has been more important to maintain the strength of our national 


institutions. 


It is up to each of us to seize the opportunity before us and leave a lasting 


mark. We need to be mindful of the impact of our actions now and in the 


years to come. By our decisions, we will take Canada into the 21st century. 


% 


Report of the Auditor General of Canada —- December 1997 17 


Matters of Special Importance — 1997 


Chapter Supplement: Other Recent and Ongoing Audit Issues 


Information Technology Needs an Active 
Treasury Board Secretariat 


The Year 2000 Problem Looms Large 


I have become increasingly concerned about the 
threat that the “Year 2000” problem poses to the 
government computer systems on which we rely so 
heavily. Because of a two-digit coding practice that 
was prevalent in the past, systems that are not 
changed in time may malfunction or fail as they 
approach the year 2000. 


Chapter 12 of the April/October 1997 Report 
examines risks and exposures that the government 
faces as a result of the Year 2000 threat. We 
concluded that, at the time of the audit, the rate of 
progress had been generally slow, which means that 
many important systems may not be fixed in time. I 
am very concerned that government programs and 
services are at risk. 


The year 2000 is approaching fast. We must assign 
top priority to Year 2000 projects and step up the 
pace. The work is laborious and other priorities may 
have to give way. Success lies in securing and 
sustaining senior management commitment and 
support. Ministers and members of Parliament can 
help by serving as champions for Year 2000 efforts in 
government and by lending support to senior 
management in resolving roadblocks as they arise. 


For related audit work, see 1997 Chapter 12 
Information Technology: Preparedness for Year 2000 


For a number of years, we have expressed concern 
that significant risks are not being managed properly 
in large information technology projects. We estimate 
that projects planned or under way may well cost 
more than $5 billion. All but a few of the projects we 
have audited lacked sound project management and 
effective risk management, resulting in instances of 
large budget overruns, significant delays, 
unacceptable results and the occasional project 
failure. 


As a general rule, I think that government 
departments, many of which are among the largest 
organizations in this country, should be capable of 
managing their own affairs. In some areas, such as 
human resource management, they are unnecessarily 
hampered by restrictive central government controls. 


Still, large information technology projects are an 
exception: not all departments can be expected to 
have the specialized skills needed to manage these 
complex, high-risk projects. I think the Treasury 
Board Secretariat needs to play a more active role in 
these projects after funding approval, by monitoring 
their status more closely and advising ministers of the 
Treasury Board when project risks are unacceptable. 


There is a need to clarify and review the role of the 
Secretariat in information technology and in other 
areas where it has responsibilities. Indeed, the 
Secretariat itself has been reassessing its overall role 
and approach. Parliamentarians and other 
stakeholders should be involved in these deliberations 
because of the significant effect these could have on 
government administration and accountability. 


For related audit work, see: 1997 Chapter 23 Systems 
under Development: Taking Charge; 1996 Chapter 16 
Treasury Board Secretariat — Renewing Government 
Services Using Information Technology; 1996 
Chapter 24 Systems under Development — Getting 
Results 
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Reducing the Risks in Privatization and 
Commercialization 


The new Expenditure Management System — as 
well as other recent federal government management 
initiatives — is built on the idea that departments 
should set clear program performance goals, measure 
and report performance, and then use that _ 
information to make programs work better. In short, 
it means putting more emphasis on results. It is 
hardly a new idea, but only in recent years has it 
received a great deal of attention in government, 
here and in other countries. 


These government initiatives will succeed only if 
results become the focal point of what departments 
do, from the level of day-to-day operations on up. 
Results cannot be the concern of only the planners 
and program evaluators. This is one of the key 
lessons we found this year when we examined 
federal government organizations that have 
successfully adopted a focus on results. 


In these organizations, one major hurdle turned out 
to be the significant cultural change needed, not 
technical issues of measuring program outcomes. 
Over the years, managers have been held 
accountable mainly for inputs and process. Changing 
age-old practices and incentives takes time and 
strong, persistent leadership. 


I am encouraged when I hear deputy ministers 
talking more and more about moving their 
organizations toward a focus on results. Federal 
government organizations have a long way to go, but 
experience here and elsewhere shows that it can be 
done and that it works. 


For related audit work, see: 1997 Chapter 5 
Reporting Performance in the Expenditure 
Management System; 1997 Chapter 11 Moving 
toward Managing for Results 


There is a worldwide trend among governments to 
transfer more and more activities to the private 
sector. In the Canadian context, the recent sale of the 
Canada Communication Group (CCG) and the 
commercialization of the air navigation system are 
important examples we audited this year. These two 
initiatives, along with experiences in other countries, 
offer critical lessons for future privatization and 
commercialization efforts. 


Perhaps one of the most valuable lessons is the need 
to set up a rigorous and systematic method by which 
to ensure that appropriate market value is received 
for the entity transferred. From my private sector 
experience, I believe the best way to do this is by 
requiring formal valuations by independent financial 
advisors and ensuring that the transactions are well 
documented. Such a process in the public sector 
would, I think, better protect the interests of the 
taxpayer and the government itself. 


International experience shows, and the CCG 
initiative illustrates, that the inherent risks in 
divestitures are lessened when the process is done in 
two phases. In a two-phase approach, the operation to 
be transferred is first carved out of government 
operations and set up as a government-owned entity. 


The initiatives offer one further important lesson — 
the need for transparency in the transactions and for 
accountability to Parliament. Currently, the 
government is not required to report back to 
Parliament on the results of each divestiture, 
including a complete picture of the costs and 
proceeds of the transaction. Our audits of these 
initiatives demonstrate that this is clearly needed. 


For related audit work, see: 1997 Chapter 19 
Transport Canada — The Commercialization of the 
Air Navigation System; 1997 Chapter 20 Public 
Works and Government Services Canada — 
Privatization of the Canada Communication Group 
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An Opportunity to Make Comptrollership 


a Reality 


Financial management plays a critical role in 
contributing to the government’s goals of reducing 
costs and improving its financial position. Despite 
numerous initiatives that have tried to improve 
financial management capabilities in the last 25 
years, progress remains slow. For example, 
government officials readily acknowledge that 
existing financial systems are deficient in many 
respects. And, as a number of this year’s audits note, 
decision makers are often unable to assess the 
financial consequences of their decisions. 


More than ever, comptrollership needs to be a 
significant part of the job of every manager. 
Comptrollership involves more than bookkeeping, or 
even financial management. In particular, it requires 
the ability to link costs incurred to results achieved, 
which is a fundamental part of business planning and 
performance reporting in the revised Expenditure 
Management System. 


In October of this year, the report of the Independent 
Review Panel on Modernization of Comptrollership 
in the Government of Canada was released. We agree 
with the Panel on the need to strengthen 
comptrollership, and believe the report gives the 
government a good opportunity to address this 
long-standing concern. To do this, ongoing support 
from the top — at both the political and bureaucratic 
levels — is needed. Without it, only marginal 
technical improvement in financial management and 
comptrollership can be achieved. Ultimately, 
stronger capabilities will never be put in place if 
ministers and deputy heads do not demand them. 


For related audit work, see: 1997 Chapter 2 
Financial Management: Developing a Capability 
Model; 1997 Chapter 3 Management of the 
Government's Accounting Function: A Central 
Agency Perspective; 1997 Chapter 9 F oreign Affairs 
and International Trade Canada — Financial 
Management and Control; 1997 Chapter 31 Revenue 
Canada — The Financial Management Regime 


Opportunities for Cost Savings 


This year, as in past years, we have reported on 
several areas where departments could achieve cost 
savings. This year we noted several examples: 


e The Report on the Federal Court of Canada and 
the Tax Court of Canada in April identified a series 
of needed improvements that could yield savings of 
15 to 25 percent out of about $53 million spent 
annually to support the judicial function of the courts. 


e In Chapter 21 Household Goods Removal 
Services of the Federal Government, we identified 
the potential to save $1.5 million out of the 

$5 million spent annually in the government’s 
administration of household goods removal. 


e In Chapter 31 Revenue Canada — The Financial 
Management Regime, we identified opportunities to 
generate several millions in potential interest revenue 
for the government each year by depositing taxpayer 
receipts more promptly. 


As well, a number of our audits identify opportunities 
to reduce expenditures or use existing resources more 
effectively that cannot easily be quantified. For 
example, in Chapter 6 Contracting Performance, we 
concluded that there is much room to improve 
government contracting to get better value from 
government contract expenditures, which totalled 
over $14 billion in 1995-96. 


In Chapter 12 Information Technology: Preparedness 
for Year 2000, we noted that if the Year 2000 
problems are not addressed on an urgent basis, the 
government faces the risk of significant cost 
escalation as well as systems errors or failures. 


Our audits of information technology systems under 
development continue to identify potentially 
significant cost savings by improving management 
practices. This year, in Chapter 23 Systems under 
Development: Taking Charge, we found that practices 
for in-house projects need to be improved to reduce 
the risk of project delays and cost overruns. 
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Ethics in Government 


We cannot overestimate the importance of protecting 
the tax base, which provides the revenues needed to 
pay for government services. Parliamentarians in the 
past have encouraged us to maintain taxation audit 
work as one of our priorities. : 


This year we followed up on past observations and 
found the results to be very encouraging. We believe 
that the many changes to systems, procedures and 
practices we observed have strengthened tax 
administration. Some examples: 


e Income tax advance rulings and GST rulings and 
interpretations are more widely available. 


e Collection of unpaid income tax, GST, excise tax 
and customs duty is better integrated, more proactive 
and based increasingly on an assessment of the risk 
of loss. 


e More and better data are available to help find 
those who have failed to file income tax returns or to 
register for the GST. 


e Some significant technical deficiencies in the 
Income Tax Act have been corrected. 


Together, these and other improvements strengthen 
the tax base and enhance the fairness of the tax 
system. Even so, challenges remain: 


e Improving the ability to monitor and evaluate the 
performance of the processing system for individual 
income tax returns. 


e Improving the verification of RRSP 
contributions. 


e Improving certain bookkeeping procedures. 


We feel strongly that these matters should be dealt 
with, and we are confident about the ability of 
Revenue Canada to address them. 


For related audit work, see 1997 Chapter 18 
Revenue Canada and Department of Finance — 
Fostering Improvements in Tax and Trade 
Administration: Follow-up of Previous Audits 


One fundamental value that underpins democracy is 
honesty in government. Our Office has had a special 
role in upholding this value since the early days of 
Confederation. While I believe that Canadian 
governments compare favourably with most other 
countries in their integrity, this does not mean we can 
relax. Probity in government requires effective 
financial and management controls, but it ultimately 
rests on the ethics of individuals and a management 
infrastructure that supports sound ethics. 


While the findings of our May 1995 chapter on ethics 
and fraud awareness were positive overall, the report 
did show the need for action to maintain the sound 
ethical base. We suggested an ethics framework that 
focussed on a statement of principles, leadership, 
empowerment of public servants to act in the public 
interest, transparency in government decision 
making, ethics-related training, and a mechanism for 
discussing and reporting ethical concerns. 


Following this, the Clerk of the Privy Council 
established a Task Force on Values and Ethics in the 
Public Service, which advocated an ethics regime 
similar to the one proposed in our audit. The Clerk 
has also emphasized the importance of honesty and 
integrity in her most recent reports to the Prime 
Minister on the public service. As well, the Lobbyist 
Registration Act has been strengthened to require 
public disclosure of information on who is attempting 
to influence government policy. 


I believe there is a need to increase the momentum of 


these efforts to maintain probity in government. To 


contribute to such efforts, our Office will conduct a 
review of government responses to our May 1995 
chapter as well as to the report of the Task Force. We 
also plan to conduct reviews of specific elements of 
the ethics framework we suggested. 


For related audit work, see: 1995 Chapter 1 Ethics 
and Fraud Awareness in Government 
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Maintaining a Competent and 
Efficient Public Service 


Assistant Auditor General: Maria Barrados 
Responsible Authors: Alick Andrews and Otto Brodtrick 


Chapter 1 - Main Points 


1.1 The public service’s effectiveness, and the efficiency with which it carries out its functions, are crucial to 
the quality of governance and to the economic, social and political health of the country. 


1.2 About 500,000 men and women have some form of employment in the federal public sector; about 
207,000 of those constituted the traditional public service as of March 1996. The federal public service is an 
institution under pressure to change and adapt: pressure from Canadians, the economic-political environment, and 
advocates of management reform. All participants in our study were convinced of the importance of building on 
the strengths of the past to ensure that Canada enters the twenty-first century with a modern, world-class public 
service. 


1.3 Particular attention needs to be given to renewing and rejuvenating the public service work force; 
resolving long-standing human resource management issues; establishing a more constructive dialogue on 
performance and partnership; and continuity of leadership and persistence in moving forward. 


1.4 The public service faces the challenge of identifying and filling the gaps resulting from recent departures, 
as well as building the human resource capacity to meet new challenges and provide for a strong public service in 
the future. Problems with three of the important personnel systems need to be addressed. Various attempts have 
been made to modernize them but more needs to be done. 


1.5 Improved ways of dealing with shortfalls in administrative performance need to be found. An effective 
public service needs a Parliament and media that can fairly discuss errors in the context of overall performance. 


1.6 Persistent and ongoing effort is required to address these challenges. Further discussion and debate are 
required on the future size and tasks of the public service and on the organizational approach to take. 
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Financial Management: 
Developing a Capability Model 


Assistant Auditor General: Douglas G. Timmins 
Responsible Auditor: Hugh A. McRoberts 


Chapter 2 —- Main Points 


2.1 The environment within which the government is operating today is rapidly changing. The effects of 
limited resources, downsizing and delayering are placing greater demands on the government in providing 
services to Canadian taxpayers. Within this environment, the need for effective financial management has never 
been greater. Financial management plays a critical role in contributing to the government’s achievement of its 
goals of reducing its costs and improving its financial position. 


2.2 Despite the number of royal commissions, audits, studies and Treasury Board Secretariat initiatives over 
the years, achieving effective financial management in government organizations remains, in our view, a top 
priority that requires ongoing attention. With each Report of the Auditor General, we continue to observe and 
report to Parliament on significant problems, across a broad range of government operations, that occur as a 
consequence of failings in financial management. 


2.3 These issues represent, in our view, a continuing basis of concern and raise important questions about the 
state of financial management in the government. Not the least of these is the question of whether our 
observations represent the type of failings that result from doing business in any large organization, or are 
symptomatic of more systemic problems in financial management. Additionally, some ministers continue to 
express to our Office their concern and frustration over the lack of appropriate financial information to support 
strategic decision making. 


2.4 The Office of the Auditor General has had, as a long-standing strategic priority, the goals of encouraging 
better financial management within the federal government and improving the understanding of the role that 
financial management can and should play. It is for this reason that, in conjunction with the Treasury Board 
Secretariat, we have initiated this study. The objective of this study is to build on existing work to develop a 
modern framework that will describe key elements needed for effective financial management and that will 
provide a basis for assessing the state of financial management within departments and agencies. 


25 This chapter is the first stage of a study designed to respond to the need for a revitalized financial 
management framework. It is intended to provide a basis for discussion among central agencies, departments and 
our Office. Once complete, the study will provide an agreed-upon framework to assess financial management 
capabilities and to improve the effectiveness of financial management in the federal government. 


2.6 We are very encouraged by the recent initiative of the President of the Treasury Board in establishing an 
Independent Review Panel on Modernization of Comptrollership in the Government of Canada. The Office 
supports the work of the Panel, and we will take the results of its work into account as this study proceeds. 
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Management of the 
Government’s Accounting 
Function: A Central Agency 
Aoaelaiencncratékibemnaipedn Perspective 


Responsible Auditor: John Hodgins 


Chapter 3 — Main Points 


3.1 The accounting function provides essential information for managing the government and for reporting 
financial results to Parliament, Canadians and other interested parties. 


Sem Although the accounting systems are out-of-date technically, they continue to produce annual financial 
statements for the government that are credible, understandable and useful. In fact, in the past decade the function 
has undergone significant improvements and efficiencies that have, among other things, placed Canada at the 
forefront internationally in this type of reporting. 


3.3 However, the ability of the accounting function to analyze and interpret financial information throughout 
the year needs to be strengthened in order to forecast financial results of that year and budget figures for the 
following year. 


3.4 In response to these needs, the government is making extensive changes to its accounting function by 
implementing a Financial Information Strategy. The Strategy should help modernize and strengthen the 
accounting function. While we agree with the changes being undertaken through the Strategy, we believe that 
more is needed. 


35 Specifically, we believe that the government should prepare and publish its financial reports in a more 
timely fashion, and consider other strategies to enhance the usefulness and credibility of its monthly or quarterly 
reports. 


3.6 In view of the significant changes under way and planned, we continue to believe that the government 
should amalgamate its central accounting function and take immediate steps to assess the capability of accounting 
groups within departments and agencies to implement new systems and accrual accounting. 


37 The government has established an Independent Panel on Modernizing Comptrollership in the 
Government of Canada. The Panel may wish to consider our findings and recommendations as part of its work. 
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Control of the Transboundary 
Movement of Hazardous Waste 


Commissioner of the Environment and Sustainable Development: Brian Emmett 
Responsible Auditors: Dan Rubenstein or Wayne Cluskey 


Chapter 4 - Main Points 


4.1 The primary objective of this audit was to determine whether Environment Canada, in co-ordination with 
other federal departments and the provinces, has established an effective and comprehensive regime to control the 
transboundary movement of hazardous waste consistent with Canada’s international commitments. 


4.2 Environment Canada has made a good start in establishing an effective and comprehensive regime to 
control transboundary movements of hazardous waste, but there are still some significant deficiencies. For 
example, Environment Canada has yet to establish the required capacity for proactive prevention of illegal 
shipments of hazardous waste. At the border, there is limited enforcement action directed to detecting illegal 
traffic in hazardous waste. 


4.3 Canada has an obligation, under international agreements it has signed, to control the exports and imports 
of hazardous wastes. Revenue Canada Customs Border Services does have an infrastructure to monitor imports on 
an ongoing basis, but it is not operationally set up to physically control individual export shipments. 


4.4 There are real monetary incentives for illegal traffic. For example, the cost of processing a legal 
truckload of hazardous waste can range from $300 to $1,200 a tonne. 


4.5 There is limited chance of detecting illegal traffic in hazardous waste at the border; inspection and 
effective testing of samples of potentially illegal imports and exports are limited. Moreover, there is an even lower 
chance of detecting illegal shipments of hazardous wastes at marine ports or railyards. 


4.6 In an area such as controlling the transboundary movement of hazardous waste, the chain is only as 
strong as the weakest link. In our opinion, as a result of the significant gaps in the areas of prevention, detection 
and enforcement and the limited facilities to physically control exports of hazardous waste at the border, Canada 
is not in a position to know the extent to which it is living up to its international obligations with regard to 
preventing illegal traffic at the border. 
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Reporting Performance in the 
Expenditure Management System 


Assistant Auditor General: Maria Barrados 
Responsible Auditor: John Mayne 


Chapter 5 — Main Points 


FI Information on how well programs are doing is needed to make informed decisions on how to spend tax 
dollars and improve programs, and to demonstrate to Parliament and Canadians what they are getting for their 
taxes. Often, neither the public nor members of Parliament, or managers, have this information. The focus has too 
often been on describing the services delivered, rather than their results. 


5.2 The federal government is in the process of revamping its Expenditure Management System, the process 
by which it plans, budgets and seeks parliamentary approval of future expenditures. The changes create an 
incentive for departments to develop better information that helps managers provide more effective programs to 
Canadians and inform Parliament in a more timely way about the results of their activities. Some Canadian 
provinces and governments abroad have already made important strides toward providing their legislatures and 
citizens with better information about the performance of government programs. 


5/3 Progress has been made by several departments, and we found instances in which performance 
information reported to Parliament addressed many key aspects of performance reporting. In particular, we found 
improvement in the information’s orientation to results. But to fully realize the potential, departments need to 
describe expected performance more clearly and concretely — that is, in more measurable terms. The account 
they give of performance needs to focus more on the benefits for Canadians. This will take time. 


5.4 - Further progress requires strong leadership by the Treasury Board Secretariat and senior departmental 
managers. The Treasury Board Secretariat has implemented positive innovations in a short period of time, but 
needs to improve the consistency of the assistance it provides to departments as well as its efforts to document and 
communicate good practices in measuring and reporting performance. 


5.5 The role of parliamentary standing committees is vital to continued progress. If committees ask for 
information on the results of government activities and visibly use the information in their deliberations, 
departments will have a powerful incentive to collect and report the information. 
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Contracting Performance 


Assistant Auditor General: Shahid Minto 
Responsible Auditor: Michael Weir 


Chapter 6 — Main Points 


6.1 In 1995—96 the government paid outside suppliers about $14.3 billion (goods, services and construction), 
which included 6 million separate purchases affecting thousands of responsibility centre managers and suppliers, 
through 93 departments and agencies and 2,000 procurement experts. 


6.2 Canada’s treaty partners, businesses, appointed and elected officials and its citizens all define “good 
contracting performance” differently. The contracting process has become increasingly complex. 


6.3 On the basis of our examination it appears that, while there is much to build on, there is a lot of room to 
improve the government’s contracting performance. The conclusions we have reached are sufficiently serious, and 
the problems sufficiently widespread and long-standing, to warrant greater top-level attention to contracting than 
it has received in recent years. 


6.4 Some aspects of performance have degraded over time, and others have remained below expectations for 
decades. Treasury Board has not established baselines despite the multiplicity of conflicting objectives. 


6.5 Constraints to better contracting (and to more honest reporting about contracting performance) are 
complex, long-standing and deeply embedded. Because of the nature of the constraints, the variations among 
individual departments, and the changing environment of government contracting, the potential for improvement 
is not uniform among departments (and even within them) or across different categories of goods and services. 


6.6 The Treasury Board and Public Works and Government Services Canada have put in place important 
elements of a framework to support greater departmental autonomy in contracting. Overall, however, much 
remains to be done to see that these objectives are understood, accepted and realized in practice. 


6.7 To maintain effective overall control over increasingly delegated contracting activities, delegation needs 
to be supported by more effective functional direction and improved visibility for results and decisions. Treasury 
Board Secretariat needs to: 


e explore better ways of managing long-standing tensions among the responsibilities, expectations and 
authority of individuals and organizations; and 


e periodically provide Parliament with a better overall strategic assessment of contracting performance 
and priorities, showing the progress made toward agreed objectives. 


6.8 Public Works and Government Services Canada can assist by providing functional advice and expertise to 
other departments. It also needs to ensure that contracting information provided to Treasury Board Secretariat and 
other stakeholders is timely, credible and free of material error. 
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Acquisition Cards 


Assistant Auditor General: Shahid Minto 
Responsible Auditor: Trevor R. Shaw 


Chapter 7 - Main Points 


e/a | Acquisition cards are a recent instrument of purchase in the federal government. The use of cards has 
grown rapidly since 1991 and continues to grow. During 1996, approximately 20,000 cards were used to acquire 
$172 million of goods and services. 


7.2 The use of cards has made it difficult to apply traditional financial controls, such as segregation of duties. 
Essential control cannot be achieved if organizations do not monitor and analyze cards, record and match charges 
and carry out periodic audits and verifications of card transactions. We found room for improvement in all these 
areas. In particular, better information and increased use of electronic tools are needed to modernize control over 
cards. 


a 


hx) Although available measurements do not point to serious losses at the present time, the severity and 
number of problems could increase if organizations do not strengthen control and share best practices. Now is the 
time for the government to assess the card program for emerging risks and the management control processes that 
should be applied. 
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Department of Finance — 
Equalization Program 


Assistant Auditor General: Ron Thompson 
Responsible Auditor: Jeff Greenberg 


Chapter 8 — Main Points 


An essential element of citizenship [in the Canadian federation] must be relatively equal access 


to basic government services, irrespective of place of residence. 
Royal Commission on the Economic Union and Development Prospects for Canada, 1985 


8.1 This fundamental principle is still the driving force behind the federal government’s 40-year-old 
equalization program, which in 1996-97 transferred $8.5 billion in unconditional funds to the relatively poorer 
provinces. Equalization is a responsive program that requires continuing attention and refinement if it is to stay 
true to its objective. 


8.2 Since its purpose is to equalize provincial revenue-raising capacity, the key to its success rests on how 
well the Representative Tax System, the basis for this program, reflects provincial tax systems. As a result, the 
program must adapt to the constant evolution of these systems. The legislation requires that the program be 
renewed at least every five years, providing the federal government, in conjunction with the provinces, with a 
built-in opportunity to keep the program current. We found that this process works, but that it could be more 
effective if the federal-provincial committee on equalization began its review of outstanding issues earlier in each 
new equalization period. 


8.3 We believe that there must be a solid basis for knowing how and why the program should change. In this 
regard, we suggest that there should be guiding principles for the construction of the Representative Tax System 
and for aspects of the ceiling and floor, two provisions that limit fluctuations in the payments. 


8.4 Because final decisions about this program rest with Parliament, we believe that the Department of 
Finance should make a greater effort to educate Parliament, and the public in general, about how this very 
complex program works. We also believe that it could use Parliament more effectively, soliciting advice from a 
wider circle of interested parties, rather than relying almost exclusively on the advice of a committee of federal 
and provincial officials. 


8.5 We found that the administrative process by which entitlements are calculated and payments made is 
reasonable. However, we noted that outstanding balances owed by provinces to the federal government currently 
bear no interest, resulting in an additional benefit to the provinces of about $38 million in 1995-96. We believe 


that the government should review its policy of interest on outstanding balances owed to, or by, the federal 
government. 


8.6 We were frequently reminded by officials that the equalization program is important to the Canadian 
federation. However, this program is only as good as the processes that allow it to keep pace with the shifting 
sands of provincial tax systems. We believe that the current program and its processes for change work reasonably 


well, but they could be improved. This is both a challenge and an opportunity for the government, and the 
Parliament it serves. 
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Trade Canada — Financial 
Management and Control 


Assistant Auditor General: David Rattray 
Responsible Auditor: John Hitchinson 


Chapter 9 - Main Points 


9.1 Since our 1994 audit, Foreign Affairs and International Trade has continued to improve financial control 
in areas where problems had previously been identified, specifically the collection of rent from employees and 
control of money advanced to employees. Financial training has also been improved. While progress has been 
made in improving basic financial systems, more remains to be done, and an attitude of cost awareness and 
stewardship needs to continue to be encouraged throughout the Department. 


9.2 The $25 fee added to the cost of each passport issued for recovery of consular costs was based initially on 
incorrect cost information. Subsequent to our audit, the Department undertook a new calculation of costs. 
Although this recalculation identified a number of cost increases and decreases, no adjustment to the consular fee 
appears necessary. 


93 The Bureau of Physical Resources has introduced a more businesslike approach to managing property in 
the Department. However, in some areas control over spending on property maintenance remains weak. Large 
amounts have been spent on renovating and repairing official residences when heads of mission changed, without 
the missions and the Bureau together clearly establishing the requirements. The Bureau has not developed an 
overall financial plan for senior management review that presents likely annual expenditures and revenues, and 
alternative funding strategies for dealing with the uncertainties inherent in capital projects abroad. Information 
systems do not yet adequately support the property management function. 


9.4 The Department has achieved global desk-to-desk communications with the implementation of its Secure 
Integrated Global Network (SIGNET); however, it has proved to be a greater task than originally envisioned. A 
new Chief Information Officer (CIO) has been established to be accountable for consolidating the plans and 
budgets for all information technology expenditures in the Department and recommending priorities. The financial 
information system was not used in a consistent way for budgeting IT expenditures across the Department. 


9.5 The Foreign Service Directives (FSDs) have not changed since our last audit. However, recent initiatives 
to review these directives from the perspectives of tax, complexity and appropriateness could simplify the FSDs. 
The Department’s ability to analyze and provide information on FSD costs has improved; however, the shared 
management structure for FSDs is not functioning as effectively as it could. The management of travel under the 
Foreign Service Directives has improved over the past two years. 


Foreign Affairs and International 
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Energy Efficiency 


Assistant Auditor General: Maria Barrados 
Responsible Auditor: Ellen Shillabeer 


Chapter 10 — Main Points 


10.1 Natural Resources Canada (NRCan) has been in the business of promoting energy efficiency for many 
years. The Department has made a fundamental shift in the way it promotes energy efficiency since the mid-1980s 
when the emphasis was on grant programs. The Department now sees its role as providing leadership and 
establishing partnerships with others to reduce energy use and to improve energy efficiency. The current focus is 
on the environmental impacts of energy use. 


10.2 NRCan’s current set of 16 non-research and development energy efficiency initiatives is a key element 
supporting Canada’s commitment to stabilize greenhouse gas emissions at 1990 levels by the year 2000. We found 
that NRCan’s current performance information, on both expectations and achievements, is not sufficient to 
determine the overall success of its energy efficiency initiatives in terms of the contribution they are making to 
this stabilization goal. 


10.3 Departmental expenditures on these 16 initiatives were about $16.5 million in fiscal year 1995-96. Of the 
extensive range of policy instruments available to encourage energy efficiency, the Department uses a limited 
number of instruments, namely selective regulations, information and voluntary action. 


10.4 The objectives established for many of the energy efficiency initiatives do not provide a clear and 
concrete expectation of achievement against which the Department can assess its progress and report to 
Parliament. More work must also be done to measure and assess the overall achievements of its initiatives, 
including the development of appropriate links to the stabilization goal. The Department is taking steps to 
improve the quality of its performance information, where cost-effective and feasible. 


10.5 Opportunities exist to enhance departmental transparency and accountability by better reporting to 
Parliament on both the performance expectations and performance achievements of the individual initiatives. 


10.6 The Department has begun to lay the foundation to improve the energy efficiency of its own facilities and 
fleet of vehicles, and it expects to achieve its current targets by the end of 1997-98. 
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LETT Le ET I LL A IE ET OE 


Moving toward Managing 
for Results 


Assistant Auditor General: Maria Barrados 
Responsible Auditor: John Mayne 


Chapter 11 — Main Points 


11.1 Meeting Canadians’ expectations for cost-effective programs requires that government managers focus on 
achieving results, especially benefits for Canadians. Basing decisions on results is vital as government reviews its 
involvement in program delivery and relies more on delivery by third parties. However, we found that managing 
for results is not widespread in government. In the past, managers have tended to focus on the resources they used, 
the activities they carried out and the procedures they followed. 


11.2 A number of recent government initiatives support a focus on results, but concerted effort is required to 
bring about change. This study sought to support this change by drawing together experience from Canadian 
government programs and some other jurisdictions that have made significant progress. We selected examples for 
the study that illustrate different contexts and approaches. 


11.3 We found cases where managers were measuring performance, communicating results information 
internally and externally and using the information to improve results. Managers of these programs were able to 
point to improvements in the key outcomes that they and their ministers were trying to achieve for Canadians. 
They also found that managing for results improved their management practices, program activities and programs’ 
credibility. 


11.4 The way managing for results is implemented will vary depending upon the situation of a particular 
program, but we found a number of consistent themes. Senior management leadership and commitment at all 
levels of government are particularly important. Effective managers create an organizational climate that 
encourages managing for results. Also important is agreement on the results to be expected and how to measure 
them. Although difficult to achieve, such agreement is necessary in order to focus activities and permit an 
assessment of progress. 


11.5 Continued progress in managing for results will require ongoing leadership and attention across 
government. In particular, decision makers need to show that results count, by asking about results and visibly 
using them to make decisions. 
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Information Technology: 
Preparedness for Year 2000 


Assistant Auditor General: Doug Timmins 
Responsible Auditor: Nancy Cheng 


Chapter 12 - Main Points 


12.1 The “Year 2000” crisis is a global phenomenon. It refers to the potential for systems errors, malfunction 
and failure as a result of the past practice by computer professionals and the information technology community of 
representing the year as a two-digit code. Year 2000 can threaten the functioning of government systems that 
support the delivery of programs and services to the public, as well as internal operations. The costs of dealing 
with Year 2000 issues have been estimated at as high as US $600 billion globally. In Canada, total costs are 
estimated to range from $30 billion to $50 billion. The Treasury Board Secretariat has estimated the costs for the 
Canadian government at $1 billion. 


12:2 Year 2000 has been widely recognized as one of the largest information technology projects. The 
deadline is immovable and the next millennium is less than three years away. We concluded, as of the end of 
April 1997, that the rate of progress in mitigating the risks of systems errors and failure has generally been slow, 
and the residual risks are high. In addition, significant exposures such as competing priorities for systems 
development and insufficient technical resources could, if they materialize, jeopardize Year 2000 efforts. 


12.3 The Treasury Board Secretariat has helped to raise awareness across government and facilitated the 
exchange of views and experiences on Year 2000 efforts. Its Year 2000 project office has been working with 
departments and agencies to identify and find solutions to common problems. The Secretariat advised us that its 
submission for funding government-wide initiatives was approved in late June for presentation to the Treasury 
Board during the summer of 1997. 


12.4 However, if progress were to continue at the rate we observed at the time of the audit, it would likely be 
too slow to ensure that the government systems, including those that are critical to supporting major programs and 
essential services, will be ready in time. We are concerned that systems supporting government programs and 
services remain at risk. Failure of critical systems could affect public health and safety and essential services to 
the public. In our view, Year 2000 is a serious threat that requires urgent and aggressive action. 


12.5 We have recommended that Year 2000 projects, including the development of contingency plans, be 
ranked among top priorities of departments and agencies. In addition, we have recommended that the Secretariat 
give high priority to its initiative on overseeing the successful implementation of the most critical systems for the 
government as a whole. We have also emphasized the need for sustained commitment and support from senior 


management and for continued engagement of ministers, as appropriate, to address exposures and roadblocks that 
can derail Year 2000 projects. 
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Health Canada — First Nations Health 


Assistant Auditor General: Maria Barrados 
Responsible Auditor: Ronnie Campbell 


Chapter 13 - Main Points 


13.1 First Nations health is significantly worse than that of the general Canadian population. The health status 
of the First Nations population is affected by poor socio-economic conditions, which present considerable 
challenges to Health Canada and others who deliver health services to First Nations. 


13.2 The management of community health programs through separate contribution agreements needs 
improvement. Health Canada does not monitor contribution agreements effectively. Clear and detailed 
descriptions of the programs to be undertaken in specific communities were often not available. In about two 
thirds of the agreements we examined, the Department did not have the required information on the activities 
carried out in the communities. 


133 A sound framework for the transfer of health programs to community control has been developed and has 
allowed First Nations to start managing their own health programs. However, this framework has not yet been 
fully implemented. Required reports seldom provide performance information related to health, and requirements 
for program audits were not adequately met. In addition, the evaluation of the transfer initiative did not include 
any measures of changes to health. 


13.4 — Significant weaknesses exist in the management of pharmacy benefits under the Non-Insured Health 
Benefits program, allowing clients to access extremely high levels of prescription drugs. Although the Department 
has been aware of the problem of prescription drug misuse for almost 10 years, we found no evidence that the ease 
of access to prescription drugs has changed in any significant way. Despite the seriousness of the problem and 
numerous reports of prescription drug addiction and prescription-drug-related deaths in First Nations communities, 
action to intervene has been slow. 


13.5 In an attempt to address program weaknesses, Health Canada is currently testing a point-of-service 
system that is to be fully implemented in the fall of 1997. Such a system has the potential to be a key mechanism 
in the control of drug use and the administration of pharmacy benefits. However, the Department needs to provide 
a clear protocol to guide intervention and will need to closely monitor pharmacists’ overrides of warning 
messages. 


13.6 Dental care providers tend to provide services up to the established frequencies and limits rather than 
based on needs, resulting in overservicing of some First Nations clients. The Department has piloted a 
predetermination process and plans to implement this needs-based model for the dental benefit nationally. 


13.7 The Department has successfully implemented some cost management initiatives, resulting in a reduction 
in the rate of increase in direct program costs for non-insured health benefits from 22.9 percent in 1990-91 to 

5.6 percent in 1995-96. However, further savings can be achieved in other areas, including dispensing fees and 
medical transportation. In addition, management needs to strengthen verification of claims and audits of 
providers. 
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Fisheries and Oceans Canada — 
Sustainable Fisheries Framework: 
Atlantic Groundfish 


Assistant Auditor General: Don Young 
Responsible Auditor: Doug Timmins 


Chapter 14 - Main Points 


14.1 Although many Atlantic fisheries continue to thrive, the 1990s saw the collapse of most of Atlantic 
Canada’s commercial groundfish fishery. As Atlantic groundfish stocks headed toward their lowest levels in 
recorded history, Fisheries and Oceans Canada and the Northwest Atlantic Fisheries Organization progressively 
closed most of the commercial Atlantic groundfish fisheries and significantly reduced the total allowable catch for 
others. 


14.2 To address this situation, the federal government implemented income support and adjustment programs 
to help those dependent on the fishery and also undertook specific initiatives designed to improve fisheries 
resource management and bring industry capacity into line with the size of the groundfish resource. The 
government will have spent over $3 billion of new and reallocated program funds this decade. While some 
progress has been made, many of the critical problems related to the fishery remain, particularly the excess 
capacity to catch fish, and the number of people relying on the fishery and associated income support programs 
remains high. 


14.3 Managing the seasonal and labour-intensive Atlantic groundfish fishery on a sustainable basis is 
extremely challenging. Decision makers face the imprecision inherent in determining the status of fish stocks as 
well as pressure from fishers, plant workers and industry to maintain access to and income from the fishery, access 
to employment insurance during the off-season, and access to alternative forms of government support in times of 
crises. 


14.4 Although Fisheries and Oceans Canada has stated principles for a fishery of the future, measurable 
indicators to assess progress are required. While progress has been made in reducing the number of groundfish 
licences, excess harvesting capacity in terms of an ability to kill fish remains. The Department needs to further its 
efforts to identify the extent of the contribution of environmental and other factors to the decline of the 

groundfish. In addition, fisheries management practices need to be further improved to better manage the risks and 
uncertainty inherent in managing the fishery as a sustainable resource. A precautionary approach to conservation 
must be the priority and unsustainable fishing practices need to be addressed. 


14.5 The Department has stated that its mandate is conservation of the fishery resource base and that this is 
implied in current legislation. Nevertheless, we found no clearly stated national policy for sustainable fisheries. In 


addition, performance indicators need to be further developed and planning and performance reporting processes 
need to be better integrated. 


14.6 The deep cultural attachment to the groundfish fishery has been reinforced by several decades of 
government subsidies. This has resulted in substantial pressure on government to maintain the status quo; that is, 
to use the fish as a basis for providing income support. Successive governments have provided increasing income 
support for the people living in the remote coastal communities in Atlantic Canada. This reaction to social 
pressures has not resulted in an economically viable fishery. In fact, the absence of the fishery has revealed, more 
clearly than ever before, the substantial reliance on income support by a significant portion of the Atlantic fishing 


industry. This reliance makes dealing with already complex problems of overcapacity and fisheries management 
more difficult. 
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Chapter 14 - Main Points (cont'd) 


14.7 With the future of groundfish uncertain, the problems remain critical. In our view, the Department, in 
conjunction with the government, needs to take further steps to implement the principle that “conservation is the 
paramount priority”, as well as to continue to pursue efforts to ensure that resource management decisions reflect 
the principle that “harvesting capacity must match the available resource base.” At the same time, the government 
must deal with difficult socio-economic decisions about the future of those whom the fishery cannot support, if 
fisheries management is to ensure an ecologically and economically sustainable fishery. 


Report of the Auditor General of Canada — October 1997 


19 


GE EL 


Fisheries and Oceans Canada — 
Rationalization and Renewal : 
Atlantic Groundfish 


Assistant Auditor General: Don Young 
Responsible Auditor: Doug Timmins 


Chapter 15 — Main Points 


15.1 The Department has identified the need for fundamental changes in the fishery, in its relationship with the 
industry and in its management practices, in order to achieve a sustainable fishery. Since 1992, the Department 

has moved to reduce the number of groundfish licences, made changes in the management of the fishery and is 
developing new arrangements for the sharing of responsibility for managing the fishery in the future. 


15.2 A key objective of The Atlantic Groundfish Strategy (TAGS) and other initiatives is to reduce existing 
harvesting capacity by at least 50 percent over the long term. The allocation of funds to reduce harvesting 
capacity under TAGS, originally $300 million, was subsequently reduced to $97 million. The Department 
focussed its capacity reduction efforts on the removal of licences and is paying about $88 million of this amount 
to fishers to retire 545 groundfish licences and 266 fishers without licences. The Department would have been 
able to reduce more licences had the funds allocated to licence buyback and retirement not been reduced by 
almost $200 million. A further 2,626 licences have been identified for eventual removal from the fishery once the 
current licence holders exit the fishery. Assuming that the Department is able to effect the removal of these 
licences, it will have removed approximately 23 percent of the groundfish licences in place at the ttme TAGS was 
introduced. However, this will still leave about 10,000 groundfish licences, a portion of which represents the 
groundfish harvesters who historically caught most of the fish. Thus, significant overcapacity, in terms of the 
ability to catch fish, will remain. 


15.3 The Department has made many changes to its groundfish management activities since 1992, which it 
believes represent improvements over practices that were previously in place. These changes include the 
introduction of conservation measures in conservation harvesting plans and the integration of fisher knowledge in 
groundfish management. Nonetheless, fisheries management practices need to be further improved to ensure the 
sustainability of the resource base. 


15.4 Past management practices were introduced with the intention of ensuring conservation. For a variety of 
reasons, these practices were not successful when implemented. To deal with the inherent uncertainty of the 
resource base, a precautionary approach is required as a basis for decisions. In addition, further improvements are 
necessary in catch monitoring, and enforcement must become a more important and active component of 
groundfish management. 


135 While implementing Program Review cutbacks, the Department is also reorganizing. Its long-term 
Strategy is to transfer more fisheries management responsibilities to the groundfish industry. The transfer has not 
yet occurred, in part because of legislative limitations but also due to the inability of some segments of the 
industry to accept greater responsibility. In the absence of assurance that industry can and will accept increased 
responsibility, we are concerned about the potential impacts on conservation as a result of reductions and planned 
changes to the Department’s groundfish management activities. 
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FLL ET eR OP TTS 
Human Resources Development 


Canada — The Atlantic 
Groundfish Strategy 


Assistant Auditor General: David Rattray 
Responsible Auditor: Louis Lalonde 


Chapter 16 — Main Points 


16.1 The accountability framework for The Atlantic Groundfish Strategy (TAGS) has significant weaknesses 
that have had an impact on the value obtained for money spent. These include the following: 


e the responsibilities of the organizations charged with developing and implementing TAGS were not 
clearly defined or agreed upon in a memorandum of understanding; 


e no overall strategic plan was established to identify and schedule the activities of the organizations 
responsible for implementing TAGS and to determine the indicators and performance expectations to 
be used, monitored and reported on; 


e no formal co-ordination mechanism was envisaged, even though TAGS involved joint activities 
because of its interdependent components; and 


e the information submitted to Parliament did not make it possible to determine progress toward TAGS 
objectives of restructuring Atlantic Canada’s fishing industry to make it economically viable and 
environmentally sustainable. 


16.2 The timetable for developing an initiative as important as TAGS was unrealistic. It was not geared to the 
restructuring of the industry. The funds ($1.9 billion) were distributed according to a preliminary strategy, but 
subsequently had to be reallocated among TAGS components because of major changes to the initial strategy and 
because forecasts of the eligible population had been too low. 


16.3 The information needed to assess participant eligibility was not always available. Because clear, accurate 
information was difficult to obtain, decisions were made on the basis of incomplete information that did not meet 
the requirements of TAGS eligibility criteria. Errors in applying the criteria were noted from the time TAGS was 
implemented, and many corrections had to be made. Varying interpretations of the eligibility criteria resulted in 
different treatment of participants in various areas. 


16.4 The results of the labour adjustment component of TAGS will not be known. Program evaluation efforts 
were abandoned when the Strategy changed from an active participation strategy to a passive one. We are 
concerned that the information gathered and the lessons learned during an initial evaluation of program 
development and implementation may be lost and that results will not be accounted for. 


16.5 The government proposes to review the longer-term issues arising from the elimination of TAGS foreseen 
in May 1998. We urge the government to examine carefully the consequences and impacts of the decisions made 
under TAGS in order to benefit from the valuable lessons that can be learned. 
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A Critical Transition toward 
Assistant Auditor General: David Rattray 
Responsible Auditor: Louis Lalonde Resu lts- Based Man age ment 


Chapter 17 - Main Points 


17.1 Human Resources Development Canada has begun a transition toward results-based management. To this 
end, it has instituted a number of initiatives, including the publication of its Results-Based Accountability 
Framework, consultation with employees, and establishment of performance measures for major activities. The 
Department has also extended the application of these performance measures to activities carried out jointly with 
its partners. Overall, the roles and responsibilities of the partners are well defined. Also, the new Labour Market 
Development Agreements generally include the elements that are essential to good accountability among partners. 


17.2 Certain steps remain to be taken to complete this transition. The Department needs to strike a suitable 
balance among the effectiveness, cost and quality of its services; at present, it does not analyze costs along with 
key performance indicators. It also needs to link performance to the consequences of having met or not met 
expectations. 


17.3 The support of the employees working in the Human Resource Centres of Canada is essential if the 
Department is to successfully implement the Framework. The credibility of data on certain programs needs to be 
resolved within a reasonable timeframe. Employees need to have confidence in the reliability of the information, 
or the entire initiative may be jeopardized. 


17.4 The information that Parliament receives on actual results compared with stated objectives is incomplete. 
We believe that, given the importance and the special nature of the Employment Insurance Account, it would be 
beneficial for Parliament if information were all in one place. There is no distinct report containing financial 
information on performance. Such a report could include, among other things, performance information, results 
achieved and actuarial analyses, which at present are not tabled in Parliament. Tabling actuarial analyses would 
improve the transparency and the availability of the data necessary for establishing an adequate reserve in the 
Account. 


WS Our audit of two activities, management of accounts receivable and protection of program integrity, 
confirmed that progress has been made in results-based management. The Department has made major efforts 
since 1994 to integrate and harmonize the management of accounts receivable for all its programs. However, the 
quality of the portfolio of accounts receivable has deteriorated over the last five years. The performance of 


accounts receivable could be better measured, targeted and analyzed in order to assess the cost effectiveness of the 
Department’s collection activities. 


17.6 In activities for the protection of program integrity, results-based management is most advanced in the 
Employment Insurance Program. Since 1992, the Investigation and Control Directorate has been using 
information on results to negotiate resource levels and to set the national savings expectation. However, the other 
activities for the protection of public funds could be better measured and targeted in order to manage for results. 
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els: 19) Fostering Improvement in 
Assistant Auditor General: Shahid Minto ey ¥ 
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Chapter 18 — Main Points 


18.1 Over the last few years, Revenue Canada and the Department of Finance have made many changes to 
systems, procedures and practices that have strengthened tax and trade administration. Some of these changes are 
a result of the departments’ own commitments to improving their operations; some changes were in response to 
reports of parliamentary committees; and other changes were made to respond to our observations and 
recommendations in reports on our value-for-money audits. 


18.2 Our follow-up on previous recommendations found that progress is being made on a number of fronts. 
We encourage the two departments to continue their efforts to address the areas where concerns remain. 


18.3 Revenue Canada is now making available more income tax advance rulings and GST rulings and 
interpretations and has taken steps to improve its documentation of key decisions leading to advance rulings. 


18.4 The Department continues to have difficulty completing reviews of income tax returns selected for 
scrutiny during the annual processing program. It has expanded the number of processing review fields it is 
tracking, and it is maintaining year-to-year consistency in the fields chosen. Data quality improvements are 
expected to improve Revenue Canada’s ability to analyze and evaluate the performance of the processing 
program. 


18.5 The integration of collections for income tax, GST and customs and excise, the establishment of a risk 
analysis system, and changes in collection procedures are expected to enhance the collections function. A new 
procedure for early contact on large delinquent accounts is proving to be very productive, bringing in $181 million 
in 1996-97. Revenue Canada has published guidance on applying the Fairness Package and has established a 
system to track its use. 


18.6 The Department is shifting from an audit selection strategy focussed on identifying individual taxpayers 
to one focussed on industry sectors. It is also trying to take advantage of administrative consolidation to increase 
audit visibility and coverage. However, the Department still does not have a verification program aimed at RRSP 
contributions. Through improved reporting of social insurance numbers and sharing of data with other federal 
departments and provincial governments, Revenue Canada is improving its ability to pursue income tax non-filers 
and GST non-registrants. 


18.7 It has developed a process to manage the risk associated with complex tax legislation, which can be a 
source of revenue leakage if provisions can be used for tax avoidance. It has also improved the collection and 
reporting of performance data across a number of its programs. 


18.8 In trade administration, Revenue Canada’s periodic verification initiative and country-of-origin audit 
program are expanding. The Department’s small importer strategy has been formulated and implementation 
started. 


18.9 With respect to tax assistance for retirement savings and income tax incentives for research and 
development, the Department of Finance has taken steps to provide improved estimates of program costs and to 
provide evaluations of program effectiveness. It has also taken steps to correct technical deficiencies in the law 
related to foreign affiliates and taxpayer migration. 
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Transport Canada 


The Commercialization of the 
Air Navigation System 


Assistant Auditor General: Shahid Minto 
Responsible Auditor: Hugh A. McRoberts 


Chapter 19 - Main Points 


19.1 On 31 October 1996, in exchange for a payment to the Crown of $1.5 billion, a substantial legislated 
monopoly in perpetuity for the operation of Canada’s civil air navigation system was transferred to NAV 
CANADA, a private not-for-profit corporation created in 1995 to receive and operate the system. 


19.2 Transport Canada did not fully segregate the air navigation system elements that were to be privatized 
before entering the sale process. It developed a number of estimates of the system’s value, but did not obtain a 
formal valuation opinion from a qualified independent professional. Nor did it obtain any external assurance as to 
the reliability of the financial information and results on which it was basing its decision on the sale. 


19 The Department used both going-concern and net book value approaches to valuing the system. Although 
the air navigation system was sold as a going concern, the Department reconciled the “purchase price” to a 
valuation of the system based on an “adjusted” net book value. In our opinion, that was not an appropriate method 
of valuation in these circumstances. “Due regard to economy” does not mean that the purchase price must equal 
the valuation; but it does mean that the value must be known and that any difference should be explained. 


19.4 The government had directed Transport Canada to receive fair market value for the transfer of the air 
navigation system to a not-for-profit entity; the Department agreed to transfer the air navigation system for a 
negotiated payment of $ 1.5 billion, approximately $1 billion less than the entity’s going-concern value of $2.4 
billion estimated by the Department’s financial advisors. 


19.5 The costs of transferring the air navigation system to the not-for-profit corporation were significant. 
Nevertheless, Transport Canada did not identify separately the cost associated with pension transfers, currently 
estimated at between $145 million and $275 million. 


19.6 We are concerned about the Department’s lack of justification for entering into a sole-source contract 
with its principal financial advisor. 


19.7 We audited some elements of Transport Canada’s oversight of the air navigation system. We did not audit 
the safety of the system and provide no opinion on it. We found that the legal and regulatory foundations for the 
regulation of NAV CANADA have been established and the Department has very recently approved its Policy 
Framework for the Safety Oversight of Canada’s Air Navigation System. Nonetheless, there are important matters 
of risk, data, and audit and inspection that must be resolved before Transport Canada’s regulatory regime can be 


said to be fully operating. The Department is aware of these issues and is in the process of drafting action plans 
and taking steps to deal with them. 


19.8 We are concerned that until Transport Canada makes significant progress in implementing its 
performance-based regulatory regime, it will not be ina position to have full assurance of NAV CANADA’s 
compliance with the safety regulations governing the air navigation system. Although it has indicated that it 


would be aware of any problems that existed, the Department has yet to conduct its first audit or inspection of 
NAV CANADA’s operations. 
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Public Works and Government 
Services Canada 


Sa = Privatization of the Canada 
Assistant Auditor General: Shahid Minto : ; 
Responsible Auditor: Alain Boucher Co mmun call on G rou p 


Chapter 20 — Main Points 


20.1 The government made the decision to privatize the Canada Communication Group (CCG) and approved 
the sale process in April 1996. 


20.2 The government's privatization objectives were to obtain best value for the sale of CCG, with minimum 
risk and liability for the government, and to minimize the impact on the printing industry while securing job 
continuity in the private sector for as many of its employees as possible. The government did not offer any 
guarantee of future business. However, to sell under the best conditions possible, it offered to prospective 
purchasers a business advantage, for a period of five years, in the form of privileged access to all government 
departments and agencies. 


20.3 CCG was sold through a competitive sale process. The invitation to submit bids was made through the 
Open Bidding System. We found that the process was indeed open and attracted a significant number of bidders 
from the printing industry. The evaluation of offers received was conducted in accordance with the stated process 
and resulted in a proper evaluation of the bids. We therefore concluded that the offer submitted by the successful 
bidder, St. Joseph Corporation, represented the best value that could be obtained at that time under the conditions 
of sale specified by the government. 


20.4 We found that there was satisfactory control over the transfer of assets and liabilities to the purchaser and 
that adequate revenue and expense cut-off procedures were used at the closing of the transaction. 


20.5 CCG estimated the net cost for the divestiture of the organization at $45.3 million. However, certain costs 


to be absorbed by other federal government entities as a result of the privatization were not included in this 
amount. Those costs included the waiving of about $20 million to $25 million of pension penalty costs for those 
who benefited from early retirement, and costs related to pension protection. The inclusion of the pension penalty 
costs alone would have brought the net cost of privatization to between $65 million and $70 million. In addition, 
the pension penalty costs were not included in CCG’s analyses of the various future options for the organization. 
The inclusion of this cost element could have had an impact on the results of the cost/benefit analyses conducted. 


20.6 We tested a sample of cases related to the Work Force Adjustment program established for CCG and 
found that they all complied with the conditions of the program. As well, we determined that the CCG program 
was comparable with the programs of departments and agencies subject to the Treasury Board Work Force 
Adjustment Directive. 


20.7 We consider that the privatization process was well managed within the parameters set by the 
government; however, it is too early to predict whether this privatization will be a success in the longer term. 
Fairness to prospective purchasers and employees and jobs for employees were important criteria for the 
government, but resulted in costs (such as Work Force Adjustment costs) exceeding those that would have been 
incurred in a private sector transaction. 
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Household Goods Removal 
Services of the Federal 
Government 


Assistant Auditor General: David Rattray 
Responsible Auditor: Vinod Sahgal 


Chapter 21 — Main Points 


21.1 This audit was conducted in response to a request from the Standing Committee on Public Accounts. 


21.2 Some 19,000 employees were moved by the federal government in 1995—96 — one quarter of all moves 
by the van lines in Canada and several times more than the next-largest Canadian employer. The federal 
government is well placed to obtain favourable terms from the moving industry. 


21.3 The tariff paid by the government has been falling significantly in recent years. A number of factors have 
contributed to this decline, including introduction of the competitive bidding process in 1992. The tariff is below 
that paid by all but a few Canadian organizations procuring similar services. Nevertheless, there are a number of 
areas that warrant action. 


21.4 The level of satisfaction of government employees with the quality of service was below that of relocated 
employees of other Canadian organizations. One reason is that emphasis has been placed mainly on obtaining the 
lowest price, not the “best value” — a concept based on both price and quality as measured in terms of employee 
satisfaction. 


21.5 The existing contracting arrangements, which incorporate a formula for allocating business among 
qualified bidders, have proved to be brittle. For two consecutive years, problems have arisen in either the 
tendering or the implementation phase. 


21.6 A potential exists for overcharging due to “weight bumping“ as well as excessive weight for other 
reasons. The inherent risk that billed weights can be manipulated is high, yet controls to prevent this are weak. 


21.7 The number and cost of personnel employed to administer household goods removal activities have not 
been falling despite the significant decline in volume of moves. Potential efficiency gains have been identified 
that could achieve savings of an estimated $1.5 million yearly. Enhanced use of information technology, 
centralization, simplification of rules and regulations, and elimination of unproductive activities are some areas 
that need action. 


21.8 There are other areas of potential cost savings. For instance, yearly savings of $1 million to $2 million in 
Operating costs may be possible if a feasible alternative to weighing shipments can be found for pricing moves. 


21.9 . The employment of several former senior National Defence officials by the moving industry has created a 
perception of non-arm’s-length relationships. Further, a specific situation being looked at by National Defence 
may determine whether or not any abuse actually occurred. 
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Crown Corporations: Making 
Performance Measurement Work 


Assistant Auditor General: John Wiersema 
Responsible Auditors: Pierre Serré and Grant Wilson 


Chapter 22 - Main Points 


22.1 Management and boards of directors of Crown corporations, as well as government and Parliament, 
require performance information to determine the extent to which expected results have been achieved by Crown 
corporations. Performance measurement is central to good management and helps fulfil accountability 
requirements. 


22.2 Some Crown corporations are further along than others in developing performance indicators, but the 
process is under way for all. The experience of those that have moved beyond theory to practical application will 
undoubtedly be of benefit to those wishing some guidance. We would expect that, if corporations use performance 
indicators to manage, this should lead to better performance reporting as well as fewer significant deficiencies in 
the third cycle of special examinations. 


22.3 Leadership as well as clear objectives and strategies are essential to support the development of 
performance indicators by which to assess performance. These indicators can then be used throughout a 
corporation to align plans and activities with corporate objectives and public policy roles. 


22.4 A corporation needs indicators that are complete and balanced to effectively support the alignment of 
plans and activities with objectives and roles. There are a number of frameworks that can assist a corporation to 
develop and maintain its set of indicators. 


22.5 It is important that boards of directors of Crown corporations use performance indicators in monitoring 
and evaluating performance and require management to develop and use indicators as a meaningful and integral 
part of the management process. 


22.6 Boards of directors may wish to consider delegating to the corporations’ audit committees some 
responsibility for assessing the state of performance measurement and reporting. 
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Systems under Development: 


Taking Charge 


Assistant Auditor Generai: Doug Timmins 
Responsible Auditor: Eric Anttila 


Chapter 23 - Main Points 


23.1 In its efforts to respond to perceived needs of taxpayers and to reduce its costs, the government has 
undertaken to develop many new information systems. In this audit, we examined three projects that were 
managed in-house by the departments. We found that they shared similar risks with contract projects, including 
being late, going over budget and not meeting the needs of users. 


23.2 Compared with contract projects, in-house projects were better aligned with the business objectives of the 
departments and were broken down into more manageable components. In addition, senior management was more 
involved, communications were more effective and the expertise and experience of the staff were better used. 


23.3 Two of the three in-house systems that directly serve Canadians need to reflect a better understanding of 
who the clients are and what their needs are. 


23.4 The disciplines of planning, oversight and quality assurance reduce the risks associated with the business 
and technical complexity of both contract and in-house projects. However, the three projects that we examined 
had some deficiencies in these areas. 


23.5 A major concern we have reported before is the lack of recording and tracking of actual project costs. 
Without such tracking, projects can take longer, cost more and deliver less. Although one project was able to 
provide us with fairly complete estimates, none of the projects could provide precise actual costs. We estimate that 
each of the three projects we examined will cost the taxpayers between $50 million and $100 million. 
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Agriculture and Agri-Food Canada — 
Prairie Farm Rehabilitation 
Administration 


Assistant Auditor General: Don Young 
Responsible Auditor: Neil Maxwell 


Chapter 24 — Main Points 


24.1 Over the last six decades, the Prairie Farm Rehabilitation Administration, a Branch of Agriculture and 
Agri-Food Canada, has adapted its role to the changing demands for reclaiming land, developing water supplies 
and addressing sustainable development of the rural Prairie landscape. Its familiarity with local conditions, such as 
the risks of flooding in Manitoba, and its network of offices across Western Canada have enabled it to collaborate 
with provinces, producers and community-based businesses. 


24.2 Although the Branch has adapted to the changing needs of the Prairies, it needs to clarify its strategic 
direction and priorities, linking its Business Plan, its operational planning and decision making and its financial 
planning to the results it expects to achieve. 


24.3 Consistent with the Department’s transition toward results-based management, the Branch has begun 
developing a results-oriented, targeted approach to planning and delivering its programs and the rural 
development agreements in which it participates with others. However, efforts to develop mechanisms to define, 
categorize, cost and prioritize regional needs within the scope of its mandate need to be accelerated. 


24.4 Co-operative working relationships with an extensive network of partners across the Prairies have served 
the organization well. At the same time, there is an opportunity for the Branch to play a catalytic role of 
leadership with other levels of government to eliminate gaps in program delivery related to water quality, 
inventory and supply. 


24.5 Approximately 698 full-time-equivalent staff deliver Prairie Farm Rehabilitation Administration 
programs from 30 offices, at a cost of approximately $70 million per year. While the Branch has acted on a 
number of opportunities for cost reduction and cost avoidance, it continues to operate the programs and to plan 
future activities without reassessing the need for existing resource levels. 


24.6 Cost recovery has been implemented for approximately $10 million of its services, but there is an 
opportunity to expand these cost recovery initiatives. There is inconsistency in what is presently recovered. We 
are concerned that the public cost of certain activities may be disproportionate to the public good received. 
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Citizenship and Immigration Canada 


and Immigration and Refugee Board 


The Processing of Refugee Claims 


Assistant Auditor General: Richard Flageole 
Responsible Auditor: Serge Gaudet 


Chapter 25 — Main Points 


25.1 When it signed the 195/ United Nations Convention Relating to the Status of Refugees and the 1967 
Protocol thereto, Canada undertook to protect refugees. The processing of refugee claims functions in a context 
characterized by intense and complex migratory movements. In addition, formal procedures must be followed and 
legal requirements taken into account in order to guarantee compliance with the provisions of the Immigration Act 
and Regulations and the Canadian Charter of Rights and Freedoms. 


25.2 At the end of 1988, the process had developed a backlog of some 85,000 claims. The system was not up 
to the task and a radical change was needed. A new structure and a completely revised process for handling claims 
was put into place in 1989. The expectations were clear: quick, equitable and efficient resolution of claims and the 
removal of failed claimants. 


25.3 We note, however, that Citizenship and Immigration Canada and the Immigration and Refugee Board 
have serious difficulties dealing with claims quickly and efficiently. We are particularly concerned by the size of 
the backlog, the lengthy processing times and the difficulty of carrying out removals. We have made 
recommendations aimed at improving results at various stages in the process. 


25.4 Immigration officers rule on the eligibility of a claim without having obtained the required information. 
Moreover, the information gathered when the claim is received does not serve adequately at other stages in the 
process. 


25.5 The high turnover among members of the Immigration and Refugee Board, and their short terms, have a 
significant negative impact on achieving targeted results. Moreover, lack of rigour in certain practices slows down 
the process. The Board has made efforts to improve the process but their success will depend in part on the 
Board’s ability to improve its organizational climate. 


25.6 Citizenship and Immigration Canada is having difficulties resolving failed refugee claims quickly and 
efficiently. The review of risk of return contains ambiguities that raise questions about its merit. We also found a 
lack of rigour in the assessment of humanitarian grounds for allowing failed claimants to remain. Further, the 
Department is having serious difficulties carrying out removals. 


255] Refugee-related questions are complex. A thorough review of the refugee claim process is required — 
including the division of roles and responsibilities among the various stakeholders as well as the infrastructure of 


co-ordination and control. However, it is essential that realistic expectations be set for the speed and efficiency of 
claims processing. 
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Canada Labour Relations Board 


Assistant Auditor General: David Rattray 
Responsible Auditor: Alan Gilmore 


Chapter 26 - Main Points 


26.1 In our May 1995 Report chapter on ethics awareness in the federal government, we proposed that the 
guiding principle for public office holders be that “public service is a public trust.” The object of the government’s 
Conflict of Interest and Post-Employment Code for Public Office Holders is to “enhance public confidence in the 
integrity of public office holders and the decision-making process in government.” We agreed with the general 
principles of the Code. Of particular relevance to our present audit is the principle that “public office holders have 
an obligation to perform their official duties and arrange their private affairs in a manner that will bear the closest 
public scrutiny, an obligation that is not fully discharged by simply acting within the law.” 


26.2 We found that certain financial practices of the Canada Labour Relations Board (CLRB) would not “bear 
the closest public scrutiny”. Recent reviews of the Board have consistently found major organizational and 
performance problems resulting, in large part, from an ongoing conflict between the Chair and the Vice-Chairs 
over control of the work of the Board. 


26.3 This dispute has contributed to the undermining of financial and management controls over case 
processing and scheduling and over travel expenditures. Proposed legislation that failed to pass in the Senate 
before Parliament was dissolved in April 1997 would have given the Chair authority for “supervision and direction 
over the work of the Board.” 


26.4 After their terms as board members have expired, former board members continue to hear ongoing cases 
with which they have been involved. However, clear time frames for completing hearings and writing decisions 
are not established. The cost effectiveness of this type of open-ended appointment of former members is 
questionable. During the period April 1989 to March 1997, about $1.7 million was spent for former board 
members to continue to hear cases. This is equivalent to paying about 14 full-time board members for one year. 
When their terms expired, a total of about $595,000 was paid to former board members in severance entitlements 
and for unused vacation leave. 


26.5 Until they were revised in January 1997, certain of the CLRB’s policies on reimbursement of travel 
expenses for accommodation, food and incidentals were not reasonable or consistent with legislative authority. We 
also concluded that the Chair’s pattern of expenditures on travel and hospitality is not reasonable. 


26.6 We make recommendations to address management and financial control problems in the Canada Labour 
Relations Board as well as systemic issues involving Governor in Council appointees. We also identify issues that 
we believe need to be brought to the attention of Parliament at this time. 
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Ozone Layer Protection: The 


Unfinished Journey 


Commissioner of the Environment and 
Sustainable Development: Brian Emmett 
Responsible Auditor: Wayne Cluskey 


Chapter 27 - Main Points 


27.1 Because of its northern location, Canada is one of the countries most at risk from the effects of ozone 
layer depletion, considered one of the most serious global environmental issues to confront humankind. It poses 
major threats to human health and ecosystems. 


27.2 The problem of ozone layer depletion has not been solved. The full recovery of the ozone layer is not 
predicted for at least 50 more years, assuming full implementation of the Montreal Protocol, an international 
treaty signed by more than 160 countries and aimed at eliminating ozone-depleting substances (ODS). 


27.3 Canada has met or exceeded its obligations under the Montreal Protocol in each year since it came into 
effect, according to data compiled by Environment Canada. Canada has also provided assistance to developing 
countries in their efforts to eliminate ODS. Foreign government officials and experts see Canada as having played 
a pivotal role in the early development and ongoing evolution of the Montreal Protocol. 


27.4 Effective enforcement of federal ODS regulations under the Canadian Environmental Protection Act 
(CEPA) is necessary to ensure that phase-out commitments are fulfilled and reported with confidence, as well as to 
curb illegal trafficking of ODS. We observed several weaknesses in Environment Canada’s overall inspection 
function for ODS regulations under CEPA, and believe it is insufficient to ensure compliance with the regulations. 


pA fe) Canada was among the first countries to put in place a national regime for the recovery and recycling of 
chlorofluorocarbons (CFCs) aimed at reducing emissions of ODS to the atmosphere, through the implementation 
of a federal-provincial 1992 National Action Plan. Many of the tasks included in the Plan have been 
accomplished, including the implementation of regulations in 9 of 10 provinces and the training of more than 
75,000 service technicians. 


27.6 However, there are significant weaknesses in the Plan, including differences in the requirements among 
the provincial regulations, and gaps in the measurement of the Plan’s results, benefits and costs. These weaknesses 
underscore the complexities involved in managing a federal-provincial partnership and highlight the need for 
improved federal government accountability in this regard. 


27.7 Public awareness of ozone depletion is high, due in part to sustained educational efforts by federal 
departments. Recent surveys show that half of all Canadians do not adequately protect themselves during leisure 
activities. The potential health consequences and costs to the Canadian public should not be ignored. 


27.8 Federal departments are substantial users of ODS. Departments we surveyed have implemented strategies 
to manage their ODS. But they have not met government commitments to lead by example. The federal 
government has failed to set direction and articulate its expectations for leadership and it has not assigned 
responsibility to any department for doing this. In effect, no department is in charge. 


27.9 If proposed CEPA regulations for ODS management at federal facilities are implemented in their current 
form, and in the absence of any other directive from the federal government, gaps in direction will remain in areas 
such as phase-out target dates for all ODS applications, the management of stockpiles, ODS conversion to, or 
replacement with, environmentally acceptable alternatives, and the destruction of surplus ODS. We are also 
concerned that Environment Canada may lack the capacity to enforce the proposed regulations. 
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Chapter 27 — Main Points (cont'd) 


27.10 Ozone layer protection programs in developed countries, including Canada, have lost momentum. 
Opportunities exist for the federal government to speed the recovery of the ozone layer. Environment Canada has 
demonstrated an awareness of many of these opportunities. But we believe it needs to set priorities among 
competing actions, based on sound science and a comparison of their relative costs and effectiveness in reducing 
risks. Canadian leadership is arguably needed now more than ever before. 
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Fisheries and Oceans Canada 


Pacific Salmon: Sustainability of the 
Resource Base 


Assistant Auditor General: Don Young 
Responsible Auditor: John McCullough 


Chapter 28 — Main Points 


28.1 Canada’s ability to sustain the Pacific salmon resource at the present level and diversity is questionable 
given the various factors influencing salmon survival, many of which are beyond its control. While Fisheries and 
Oceans has built up major salmon stocks, others are declining and many are considered threatened. There is 
evidence that habitat loss is contributing to these declines. However, no overall status report on salmon habitat is 
available to assess the impact of habitat loss on the resource. 


28.2 Fisheries and Oceans has a strong mandate in the Fisheries Act to protect salmon and their habitat. 
However, due to the division of environmental powers under the Constitution Act, the support and co-operation of 
the Province of British Columbia (B.C.) and municipalities are prerequisites for sustainability of the resource. 


28.3 The Department’s Habitat Policy (1986) promotes both sustainability and genetic diversity. The Policy 
balances proactive elements (land use planning, integrated resource management and development of guidelines) 
and reactive elements (project review/approval, compliance monitoring and enforcement). The Department has 
tended to focus more on the reactive elements, but without sufficient emphasis on monitoring and follow-up. 


28.4 Habitat management requires improved co-ordination within the Department and the increased 
involvement of external groups, including provincial and municipal governments, stakeholders and the public, 
under agreements that include accountability provisions, where appropriate. The Department’s overall 
responsibility for habitat requires clear accountability to maintain control of the process and depends especially on 
B.C. being held accountable for its own habitat responsibilities. 


28.5 The opportunity now exists for Fisheries and Oceans to further develop and strengthen its relationship 
with the Province following the signing in April 1997 of the new Canada-B.C. Agreement on the Management of 
Pacific Salmon Fishery Issues. The Agreement is intended to revisit existing areas of intergovernmental 
co-ordination covered under the 1985 General Fisheries Agreement and to examine other areas for co-operation. 
B.C. has released a discussion paper in anticipation of future negotiations. The Department’s position on habitat 
management is expected to be clarified to prepare it for these negotiations. 
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Industry Canada 


Management of the Small Business 
Loans Program 


Assistant Auditor General: Richard Flageole 
Responsible Auditor: Harry A. Ruthnum 


Chapter 29 — Main Points 


29.1 Small businesses play a very important role in our economy. In 1994, more than 98 percent of all 
businesses in Canada were small businesses with fewer than 50 employees. In 1995, small businesses contributed 
43 percent of Canada’s private sector economic output. However, the lack of financing on reasonable terms and 
conditions has often been identified as a significant barrier to the growth of small businesses. 


29.2 The objective of the Small Business Loans Program is to increase the availability of loans for 
establishing, expanding, modernizing and improving small business enterprises. New lending under the Program 
will end on 31 March 1998 unless the government decides to renew it. This presents an opportunity to better 
define the results expected from the Program and to improve performance measurement. As part of the decision to 
renew the Program, it will be important to take into account the needs of small businesses in a changing Canadian 
economy and business environment. The dual objectives of increasing the availability of loans at reasonable rates 
while recovering all the costs need careful analysis. 


29.3 The Small Business Loans Program will incur a net loss estimated at $210 million for loans issued 
between 1993 and 1995. The Program is now moving toward full cost recovery; however, under the present fee 
structure and loss-sharing ratio, it is uncertain whether full cost recovery will be achieved. Careful monitoring and 
better systems to forecast the future performance of the Program are needed. 


29.4 Industry Canada requires lenders to comply with the Small Business Loans Act and Regulations and to 
exercise due care when making loans. The Department needs to strengthen its claim audit procedures to obtain 
assurance of such compliance. It also needs to take steps to minimize the interest it is paying on claims submitted 
by lenders. The intent of the Act regarding lending to related borrowers requires clarification. 


29.5 It is important that the Department provide Parliament with the information necessary to assess whether 
the Program is managed efficiently and is achieving its objectives. In addition, more rigor is needed in evaluating 
the Program’s impact on job creation. 
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Office of the Superintendent of 
Financial Institutions — 
Insurance and Pensions 


Assistant Auditor General: Ron Thompson 
Responsible Auditor: Crystal Pace 


Chapter 30 — Main Points 


30.1 Since 1987, when the Office of the Superintendent of Financial Institutions (OSFI) was established, the 
financial services industry has become much more integrated. The legislative framework has developed from a 
highly prescriptive system to one relying heavily on good corporate governance to ensure that depositors, 
policyholders and pension plan members are protected, without unduly restricting the competitive ability of 
Canadian financial institutions. Legislators have recognized that although regulation and supervision can reduce 
the risk that financial institutions will fail, some may fail nonetheless. OSFI has made significant progress in 
developing regulatory tools to meet its objectives, in response to the changing nature of the industry and the 
legislative framework. Although OSFI meets the needs of today’s environment, it nevertheless needs to address 
important gaps that could affect its ability to meet its objectives in the future. 


30.2 A key to success for OSFI is having the right people with the right competencies and using them 
effectively. OSFI has the basic human resource management systems in place and operating, and is moving 
forward on a variety of fronts. However, at this point it does not have some important information that it needs to 
estimate the degree to which activities planned or under way will help it achieve its objectives. It needs to have a 
more strategic approach to human resource management and a more rigorous analysis of issues to ensure that 
current and planned activities will help it meet its goals and objectives. 


30.3 Overall, we found that OSFI is highly regarded by the insurance industry and by provincial and foreign 
regulators. It has developed some key aspects of its risk assessment and risk management framework — standards 
for sound business and financial practices, and guides to intervention. However, they are not yet complete. We 
identified gaps in the implementation of the framework that could prevent OSFI from meeting its objectives in the 
future. For example, it needs to apply its risk ratings more rigorously; focus its life insurance examinations on key 
risks; and improve the integration of its analysts, examiners and actuaries. In addition, communication and 
co-ordination with regulated entities and other regulators need to be improved. 


30.4 The supervision of pension plans at the federal level is in a state of transition. OSFI has recognized the 
need for a new regulatory framework that includes a new mandate focussed on protecting plan members, greater 
powers to intervene when plans are in difficulty, and formalized procedures for risk assessment. OSFI plans to 
establish a Guide to Intervention and Standards for Sound Governance and Financial Practices for pension plans. 
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Revenue Canada 


The Financial Management Regime 


Assistant Auditor General: Shahid Minto 
Responsible Auditor: Basia Ruta 


Chapter 31 — Main Points 


Stl Revenue Canada’s 40,000 employees dispersed across 800 offices collect about $850 million and disburse 
some $425 million on average each working day. 


31.2 The sheer size of Revenue Canada, the importance of its contribution to sustaining other government 
programs and its high visibility to taxpayers require a strong commitment to effective financial management. In 
the aspects of financial management examined during our audit, we found some areas of strength and no areas of 
neglect. We also noted several areas in need of improvement. Revenue Canada has gone through a period of 
tremendous change, both organizational and legislative. It is now at a stage of maturity where it needs to give 
more attention and a higher priority to financial management. 


31.3 The Department has been proactive at establishing corporate plans and strategic documents that are 
linked to government objectives and priorities. Management agreements are being used to help promote a 
common vision and strengthen managers’ accountability. 


31.4 Revenue Canada’s performance in the prompt deposit of billions of dollars of payments it receives from 
taxpayers at its offices and ports is generally satisfactory. Our tests show that the vast majority of taxpayer 
remittances are deposited by the next business day. Still, opportunities exist to improve departmental performance 
in this area and generate several millions in potential interest revenue for the government each year. 


31.5 Revenue Canada’s practices in the monthly reporting of revenues require more rigour. Basic accounting 
systems in support of $18 billion in annual deposits by Customs need to be modernized considerably. 


31.6 Deficiencies exist in other formal systems and practices pertaining to key areas of financial management. 
Informal information systems, proxy measures or other mechanisms are being used in an effort to bridge those 
deficiencies. Some of the shortcomings have a multiplier effect on financial risks to the public purse, and impact 
on other federal-provincial programs whose benefits or credits are tied to information contained in Revenue 
Canada’s systems. Departmental initiatives are either planned or under way to address some shortcomings. 


31.7 We have significant ongoing concerns about the reliability of information meant for use in monitoring 
and analyzing program statistics, trends and performance. As Revenue Canada becomes increasingly reliant on 
using information in diverse ways to monitor and support its programs, there is a crucial need to clean and purify 
data to remove any inaccuracies and ensure that they are in an appropriate form for analysis. 


31.8 Although responsibility for financial management is shared and decentralized among headquarters, 
program and regional operations, Revenue Canada does not review or co-ordinate systems and practices 
Department-wide. Nor has internal audit been used effectively to provide independent overall assurance on the 
state of financial management and control across the Department. 
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Revenue Canada and 
Department of Finance 


Understanding Changes in Tax 
Assistant Auditor General: Shahid Minto 
Responsible Auditors: Scott Milne and Jim Ralston Reve nues: G ST 


Chapter 32 — Main Points 


32.1 Chapter 31 of this Report highlights the importance of appropriate, sufficient and timely analyses to 
understand fluctuations in various revenue streams. Good analyses can improve the government’s ability to 
identify errors, increase the government’s awareness of new economic trends, enhance the credibility of the 
financial information reported to Parliament, and improve the accuracy of the government’s forecasts of tax 
revenues, deficits and net borrowing needs. Good analysis of revenue movements also supports Revenue Canada’s 
programs and initiatives to identify tax avoidance techniques being used by registrants or to note changes in 
registrant compliance. 


32.2 In this chapter, we consider what would constitute an appropriate process for analyzing movements in 
revenue streams, the minimum extent to which the process should be followed, and the factors that hamper the 
attempts of Revenue Canada and the Department of Finance to understand changes in tax revenues. To do so we 
selected, as an example, the $400 million decrease in net Goods and Services Tax (GST) that occurred from 
1994-95 to 1995-96 (from $16.8 billion to $16.4 billion), and reviewed the departments’ attempts to analyze it. 


32.3 Both Revenue Canada and Finance are satisfied that the amount of effort they devoted to finding an 
explanation for the decrease in net GST was appropriate given the size of the decrease and the nature of the 
available information. However, no conclusive explanation for the decrease has been found. 


32.4 We believe that Revenue Canada and Finance followed an appropriate analytical process to a certain 
extent. We believe, however, that the process needs to be followed more fully. As a minimum, the departments 
need to adjust for bookkeeping errors and distortions caused by the cash basis of accounting before assessing the 
extent to which further analyses are required. If the need for further analysis is revealed, the departments could 
consider additional factors related to changes in the economy and in registrant behaviour to obtain a more robust 
explanation of changes in GST revenue. 


32.5 Although the departments made attempts at analyzing the decrease in GST revenue, problems with the 
reliability and timely accessibility of some of the data, as well as the lack of other data, inhibited their efforts. 
Ensuring the reliability and timeliness of the data, and making more use of available and reliable data, would 
improve the departments’ ability to conduct timely analyses. Collecting additional information from some or all 
registrants could improve the departments’ analytical capabilities. The government will need to maintain a 
balance between its need for more information for analysis and compliance purposes and the increased burden it 
places on registrants to provide the information and on Revenue Canada to capture and store it. 


32.6 Revenue Canada could improve its analytical capability by ensuring that a sufficient, proactive, timely 
and co-ordinated effort is mounted by the various units within the Department to analyze GST revenue. 
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LALA LE ES BN ES REET ES 


The Correctional Investigator 
Canada 


Assistant Auditor General: Maria Barrados 
Responsible Auditor: Robert W. Chen 


Chapter 33 — Main Points 


aS | The Office of the Correctional Investigator was first established in 1973 under the Inquiry Act, and 
formalized in 1992 under the Corrections and Conditional Released Act “to conduct investigations into the 
problems of offenders”. Although it is a small agency, the Office plays a very important role in ensuring fairness 
for those inmates serving sentences in Canada’s federal prisons. Its findings and recommendations can also help to 
improve systems and practices in Correctional Service Canada. 


33.2 Over the years, the Office has accumulated a set of management practices. We found that while these 
practices are often helpful in resolving individual complaints, they are not conducive to efficient and consistent 
handling of cases and have contributed to the Office’s adversarial relationship with Correctional Service. 


33.3 The Office needs to improve its operational strategies and management practices to reflect changes that 
have occurred in the correctional environment and in legislation since 1973. The Office needs to prioritize its 
activities on an informed basis in order to effectively manage its workload. It needs to establish policies and 
procedures to help its staff in investigating individual complaints. It also needs to improve the quality of its 
management information systems and provide better performance information in its annual reports. 


33.4 Given the important role of the Office, improvements in its management are needed so it can better fulfil 
its mandate within the Canadian criminal justice system. 
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RCMP Public Complaints 
Commission 


Assistant Auditor General: Maria Barrados 
Responsible Auditor: Robert W. Chen 


Chapter 34 — Main Points 


34.1 The RCMP Public Complaints Commission is responsible for reviewing public complaints about the 
conduct of members of the RCMP. Although its budget is small ($3.5 million), the Commission can, through its 
reviews, enhance the transparency of the complaint process and help the RCMP to improve its policing practices. 


34.2 Although the Commission has articulated the need to develop and implement a communications strategy, 
it has yet to finalize its plan for informing Canadians about their right to request a review if they are not satisfied 
with the RCMP’s disposition of their complaints. 


34.3 The Commission’s handling of complaint reviews and public hearings is slow. It needs to improve the 
way it works by streamlining the review process and providing appropriate training to Commission members who 
are responsible for conducting public hearings. 


34.4 The Commission also needs to improve its performance measures. Although useful statistics are 
provided in its annual report, they are often incomplete or inconsistent. The Commission needs to renew its effort 
to provide a fuller picture that demonstrates both its contribution to the public complaints process and the overall 
effectiveness of that process. 
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Follow-up of Recommendations 
in Previous Reports 


Chapter 35 — Main Points 


35.1 Progress toward addressing our recommendations contained in previous reports is noted in each of the 
follow-up segments included in this chapter. However, in most cases, additional work is needed to deal with the 
recommendations satisfactorily. For example, Natural Resources Canada has taken steps in the right direction, 
such as the development of a policy framework for radioactive waste. However, much remains to be done to find 
long-term solutions for Canada’s nuclear fuel waste, low-level radioactive wastes and uranium mine and mill 
tailings. 


35.2 The following significant areas of concern remain: 


e Five years after noting our concerns, much remains to be done to ensure that Canada is prepared for 
major oil and chemical spill emergencies. 


e Parliament continues to need adequate information on the risks and clean-up costs of federal 
contaminated sites. While some progress has been made, environmental liabilities are likely quite 
substantial and could materially affect the government’s reported financial condition. 


e The issues reported in this chapter and in Other Audit Observations, Chapter 36, regarding 
on-reserve facilities funded by Indian and Northern Affairs Canada, continue to raise concerns about 
the Department’s cost effectiveness in addressing on-reserve needs. These concerns involve 
deficiencies in project planning, implementation, evaluation and related matters. 


35.3. ‘In some cases, downsizing has resulted in many changes to programs delivered by federal government 
departments and agencies. We have noted several delays in addressing our recommendations as a result of 
program changes. 


35.4 In two cases included in this chapter, the departments concerned performed studies or reviews in response 
to our recommendations, but corrective action is yet to be implemented. 


35.5 We encourage departments and agencies to continue addressing our concerns through further corrective 
action. 
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Other Audit Observations 


Chapter 36 - Main Points 


36.1 The Auditor General Act requires the Auditor General to include in his Reports matters of significance 
that, in his opinion, should be brought to the attention of the House of Commons. 


36.2 The “Other Audit Observations” chapter fulfils a special role in the Reports. Other chapters normally 
describe the findings of the comprehensive audits we perform in particular departments; or they report on audits 
and studies of issues that relate to operations of the government as a whole. This chapter reports on specific 
matters that have come to our attention during our financial and compliance audits of the Public Accounts of 
Canada, Crown corporations and other entities, or during our value-for-money audits. 


36.3 The chapter normally contains observations concerning departmental expenditures and/or revenues. The 
issues addressed generally involve failure to comply with authorities, and the expenditure of money without due 
regard to economy. 


36.4 Observations reported this year cover the following: 


e information to Parliament on the use of “special measures” falls short of legislative requirements and 
Parliament’s needs; 


¢ an initiative to provide spare parts failed to maximize its potential cost-saving benefits; 
° escalating costs of a water supply project were not adequately justified; 

e lack of compliance with a funding arrangement resulted in questionable costs; 

e an $801 million payment raises concerns over accountability requirements; 


e the design and construction of a facility illustrates a “build [up] to budget” approach that does not 
encourage cost savings; and 


e departmental standards and practices were not followed in awarding a duty free shop licence. 


36.5 Although the individual audit observations report matters of significance, they should not be used as a 
basis for drawing conclusions about matters we did not examine. 
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Sustainable Development 
Strategy for the Office of the 
Auditor General 


Deputy Auditor General: Michael J. McLaughlin 
Responsible Auditor: Giséle Grandbois 


Chapter 37 — Main Points 


RE | This is the Office of the Auditor General’s (OAG) first sustainable development strategy. It tells 
parliamentarians how we intend to integrate environmental and sustainable development considerations into our 
business as a legislative audit office, and how we will measure our success in doing so. 


37.2 This Office has a long history of involvement in environmental and sustainable development issues. In 
particular, over the past decade it has been a leader in conducting audits related to the environment. The Auditor 
General Act was amended in December 1995 to formally incorporate environmental and sustainable development 
issues into our mandate. The Commissioner of the Environment and Sustainable Development was appointed by 
the Auditor General in 1996. 


3733 Our sustainable development strategy encompasses the three core dimensions of our activities: our audit 
operations, our day-to-day operations, and our human resources. The sustainable development goals for our audit 
work are to promote sustainable development by: 


e providing advice and information to parliamentarians and members of territorial legislative 
assemblies to help them consider the environmental and sustainable development consequences of 
their legislative and oversight work; 


e supporting federal and territorial organizations in their efforts to integrate environmental and 
sustainable development considerations into their decision making for policies, programs and 
operations; 


e providing a means for Canadians to draw environmental and sustainable development concerns to the 
attention of the Government of Canada. 


37.4 Another goal we have is to minimize the negative environmental impacts of our day-to-day operations. 
Finally, we wish to support activities that recognize our employees as our greatest assets in pursuing our 
sustainable development goals. 


RES Our strategy is action- and results-oriented: for each of our sustainable development objectives, we have 
identified the specific actions we need to take and have developed performance indicators that will help us 
monitor our progress toward achieving our goals and objectives. 


37.6 The most pressing environmental and sustainable development issues facing government today cut across 
departmental mandates and political jurisdictions. Auditing these horizontal and cross-jurisdictional issues 
represents a challenge of integration and co-ordination for our audit teams as well as an opportunity to broaden 
our perspective. 


Sey) Departmental sustainable development strategies represent a very important new tool for federal 
organizations. In addition to monitoring their progress, we will help strengthen the capacity of these organizations 
to build better strategies and implement them. Similarly, the petition process will create a more direct link with 
Canadian citizens wishing to express their concerns about the environment and sustainable development. 


37.8 Globally, we believe we can make a difference in the quality of Canada’s environment, and in its 
prospects for sustainable development. 
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Crown Corporations: Making 
Performance Measurement Work 


Assistant Auditor General: John Wiersema 
Responsible Auditors: Pierre Serré and Grant Wilson 


Main Points 


22.1 Management and boards of directors of Crown corporations, as well as government and Parliament, 
require performance information to determine the extent to which expected results have been achieved by Crown 
corporations. Performance measurement is central to good management and helps fulfil accountability 
requirements. 


22.2 Some Crown corporations are further along than others in developing performance indicators, but the 
process is under way for all. The experience of those that have moved beyond theory to practical application will 
undoubtedly be of benefit to those wishing some guidance. We would expect that, if corporations use performance 
indicators to manage, this should lead to better performance reporting as well as fewer significant deficiencies in 
the third cycle of special examinations. 


22.3 Leadership as well as clear objectives and strategies are essential to support the development of 
performance indicators by which to assess performance. These indicators can then be used throughout a 
corporation to align plans and activities with corporate objectives and public policy roles. 


22.4 A corporation needs indicators that are complete and balanced to effectively support the alignment of 
plans and activities with objectives and roles. There are a number of frameworks that can assist a corporation to 
develop and maintain its set of indicators. 


22.5 It is important that boards of directors of Crown corporations use performance indicators in monitoring 
and evaluating performance and require management to develop and use indicators as a meaningful and integral 
part of the management process. 


22.6 Boards of directors may wish to consider delegating to the corporations’ audit committees some 
responsibility for assessing the state of performance measurement and reporting. 
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Introduction 


22.7 Management and boards of 
directors of Crown corporations, as well 
as government and Parliament, require 
performance information to determine the 
extent to which expected results have been 
achieved by Crown corporations. 
Continued efforts to improve 
measurement and reporting are needed to 
provide management with an effective 
tool to manage corporate resources and to 
achieve the corporate mandate. There is 
also a need to improve reporting to 
Parliament. 


22.8 Meaningful performance 
information will assist boards of directors 
in carrying out their oversight 
responsibilities. And meaningful 
performance measurement requires that 
both management and boards of directors 
establish and use performance indicators 
as an integral part of the management and 
governance of Crown corporations. 


22.9 In 1984 when the Financial 
Administration Act was significantly 
amended, requirements for Crown 
corporation accountability and control 
were clarified, and roles and 
responsibilities of the board of directors in 
ensuring good management were set out. 
As part of this regime, Crown 
corporations are required to submit 
annually a corporate plan including goals, 
objectives and strategies for Governor in 
Council approval. As well, they are 
required to submit annual reports to 
Parliament, including statements on the 
extent to which objectives for the year 
have been met. 


22.10 We have often commented on the 
state of performance measurement and 
reporting in federal Crown corporations 
— most recently, in Chapter 10 of our 
1995 Report. That chapter reported, 
among other things, the results of our 
analysis of the second cycle of special 
examinations; these are a type of 
value-for-money audit of Crown 
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corporations, the results of which are 
reported to boards of directors. One of our 
findings was that of the 80 percent of the 
corporations where one or more 
significant deficiencies were reported, 
each corporation had a significant 
deficiency related to either corporate and 
strategic planning or performance 
measurement and reporting, or both. 


22.11 In 1996, we initiated research 
into performance measurement principles 
and practices and established a dialogue 
with federal Crown corporations on the 
subject, to increase their awareness of and 
focus on performance information. During 
our research into state-of-the-art practices 
in performance measurement, we 
concluded that it is important to develop a 
limited but complete set of key indicators 
that will assist management to manage. 
Consequently, our discussions with Crown 
corporations focussed on the use of 
performance information as a strategic 
management tool that would then act as a 
building block to improve governance and 
information to Parliament. 


A limited but complete 
set of key indicators 
will assist 
management to 
manage. 


22.12 The government’s recently 
launched initiatives for departments and 
agencies to renew the system for planning 
and managing expenditures and reporting 
on results confirm the growing interest in 
and importance of performance 
information. In chapters 5 and 11 of the 
1997 Report of the Auditor General, 
respectively titled Reporting Performance 
in the Expenditure Management System 
and Moving toward Managing for Results, 
we outlined why we believe managing for 
results is an integral part of good 
management. Chapter 11, in particular, 
proposes a framework for managing for 
results as well as principles for moving 
toward managing for results. 


Crown corporations continue to be an 
important government policy vehicle 


22.13 Since 1993, when we reported 
extensively on the state of performance 
reporting by Crown corporations, assets 
administered by Crown corporations have 
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Exhibit 22.1 


remained large and fairly stable at 
approximately $54 billion, whereas the 
related work force has decreased by one 
third. Additional information on the 
continued importance of this sector is 
presented in Exhibit 22.1. During the past 
few years, the most significant event was 
the privatization of the Canadian National 
Railway Company and most of its wholly 
owned subsidiaries. In addition, Export 
Development Corporation, Farm Credit 
Corporation, Business Development Bank 
of Canada, Canada Deposit Insurance 
Corporation and Standards Council of 
Canada had their enabling legislation 
reviewed and modified, clarifying or 
expanding their mandates and powers. 


22.14 = The level of interest in 
performance information in Crown 
corporations is growing steadily. Since the 
introduction three years ago of the Auditor 
General of Canada Award for Excellence 
in Annual Reporting by Crown 
Corporations, there has been an increase 
in requests from Crown corporations for 
guidance in helping them improve their 
reports. Although the awards focus on 
external reporting, they have increased 
interest among Crown corporations in 
using performance indicators for 
managing to improve results. 


Nature of performance indicators 


22.15 Measures can be categorized in a 
number of ways, but among those that 


Changes in Crown Corporations since 1993 


Number of parent (or acting) Crown corporations 
Number of wholly owned subsidiaries 
Number of employees 


Total assets administered by Crown corporations* 


Total long-term liabilities* 


July 1993 | August 1996 
48 46 
62 38 
118,000 78,000 
$53 billion $54 billion 
$33 billion $36 billion 


* excluding Bank of Canada 
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have gained acceptance and credibility are 
those related to inputs, outputs and 
outcomes. Inputs are the amount of 
resources that are used or “consumed” by 
an activity or process. Outputs are the 
direct products and services produced by 
an activity or organization through its 
work processes. Outcomes can be 
classified as intermediate and ultimate. 
Intermediate outcomes reflect the direct 
effects from the outputs produced, such as 
a benefit for, change to or impact on a 
client group. Ultimate outcomes refer to 
the final impacts or broader consequences 
on the targeted group or society at large. 
While measures of inputs and outputs are 
useful, outcome measures have a greater 
significance in assessing the extent to 
which a corporation is meeting its 
mandate. 


22.16 Measures of the relationship 
between inputs and outputs (efficiency) 
and between inputs and outcomes (cost 
effectiveness) also provide useful 
management information. In addition, 
explanatory information about the internal 
and external context that might affect a 
corporation’s performance, such as 
demographics, staffing and economic 
trends, is considered essential to complete 
the performance picture. 


Focus of the study 


22.17 The objective of this study was to 
encourage further development and 
greater use of meaningful performance 
measurement and reporting in Crown 
corporations. We provide specific 
suggestions and illustrative examples by 
highlighting important conclusions from 
our research as well as from our 
discussions with Crown corporations. We 
expect that improvements in this area will 
result in fewer significant deficiencies 
being reported in the third cycle of special 
examinations, as well as an increase in the 
use of performance information in the 
management and governance regimes of 
Crown corporations. 
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22.18 In this chapter, we also 
summarize our work in this area for 
Parliament. We emphasize the importance 
of performance information for effective 
management of Crown corporations and 
good governance. Among other things, the 
chapter describes the nature of 
performance indicators, their qualities and 
attributes and, consequently, what 
Parliament should expect from Crown 
corporations. Further details on the study 
objective, scope and approach are found at 
the end of the chapter in the section 
About the Study. 


Study Findings 


22.19 Crown corporations exist to serve 
public policy purposes. Our discussions 
with Crown corporations focussed on the 
measurement of success in fulfilling their 
public policy roles. The measurement of 
success must include the measurement of 
public policy results as well as other 
aspects of a corporation’s business 
required to achieve success and maintain 
it. It is important that the Crown 
corporations focus not only on achieving 
objectives in the short term but also on 
“sustainable achievement’. This requires a 
set of key indicators that provides insight 
into the future success of the corporation 
and facilitates managing. 


22.20 Ideally, a Crown corporation 
would have within its management 
practices and tools a set of key indicators 
that are linked to its mandate, objectives 
and strategies. These indicators would be 
widely communicated and cascaded 
throughout the corporation to the level of 
the employee. Corporate performance 
would be assessed on the basis of these 
key indicators, and compared not only 
against internal plans and targets but also 
against other organizations by such 
processes as benchmarking. 


22.21 The development of performance 
indicators in individual federal Crown 
corporations is currently at various stages 
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of application. Some Crown corporations 
are using sets of key indicators that are 
largely linked to their strategic directions, 
although primarily at the corporate level. 
Their indicators are cascaded to some but 
not all levels throughout the corporation 
and performance is assessed mainly 
against internal plans, with limited outside 
comparison. Many corporations are in the 
process of developing sets of indicators, 
some are considering how performance 
measurement can be effectively 
implemented, while still others are in the 
early stages of implementation. 


Clear Objectives and Leadership 
Support Are Prerequisites 


22.22 Crown corporations have 
indicated that the following two 
conditions should ideally be present prior 
to embarking on an initiative to 
successfully identify a set of key 


indicators useful for managing: “Corporations need 


clarity of direction and 
leadership to pick the 
right ‘few’ indicators.” 


e Clear objectives and strategies. 
Without clear corporate objectives and 
strategies (derived from and dependent 
upon the Crown corporation’s legislative 
mandate and public policy role), it is very 
difficult to develop meaningful measures. 
Without knowing what results are 
expected and how to achieve them, it is 
difficult to manage for those results. 


Crown corporation 
Vice-President 
Corporate Planning 


e Leadership support and 
endorsement. The support of the board of 
directors, the Chief Executive Officer and 
the senior management team is crucial to 
the success of performance measurement 
initiatives. Leadership support will foster 
the right organizational climate to support 
the use of performance indicators for 
managing. 


22.23 The importance of clear 
objectives and strategies was noted by one 
Crown corporation during an early attempt 
to initiate a performance measurement 
system. After reviewing the feasibility of 
the project, the responsible manager 
returned to the Chief Executive Officer 
(CEO) and indicated that the corporation 
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was not ready, as it had not enunciated a 
clear strategic direction. The CEO 
accepted the feasibility report’s conclusion 
and delayed the project until the 
: . objectives and strategies had been 
Certain key reeumng clarified. However, corporations do have 
areas need to be differing situations and, even though the 
objectives and strategies may need 
clarification, a corporation may wish to 
consider advancing its use of performance 
indicators. In this way, the process of 
developing performance indicators could 
act as a catalyst to clarify objectives and 
strategies. 


measured. 


Performance Indicators Need to 
Be Complete and Balanced 


22.24 If performance indicators are to 
be used to assist in managing a 
corporation, then what gets measured 
must be determined carefully. It is 
important that a set of measures contain a 
limited number of indicators (perhaps no 
more than 12 to 15 at the corporate-wide 
level), while also being representative of 
the key aspects of the corporation. A 
corporation needs to measure, in addition 
to public policy achievements, those key 
aspects of its business that will lead it to 
success. In other words, completeness of 
the indicators depends on measuring all of 
the key success factors of a corporation. 
An incomplete or biased set of key 
indicators can lead to unintended 
behaviours and, consequently, unintended 
outcomes. Accordingly, the assessment of 
the achievement of stated objectives may 
be severely hampered by an incomplete 
set of key indicators. 


22.25 In addition to completeness, we 
found that the usefulness of a set of key 
indicators is greatly enhanced if there is a 
certain balance inherent in it. A 
corporation needs to ensure that there is a 
balance of input, output, outcome and 
efficiency indicators supported by 
explanatory factors. Balance also refers to 
the “push-pull” conflicts such as 
long-term versus short-term, leading 
versus lagging and financial versus 


non-financial indicators. In addition, 
balance addresses the distortion that may 
result from emphasizing certain key 
success factors over others. 


22.26 In our research and discussions 
with Crown corporations, we found 
certain key recurring areas that need to be 
measured. These include public policy 
results, client focus, human resources, 
financial results, internal processes, and 
environmental management. The extent to 
which each of these applies to a particular 
corporation depends on the corporation’s 
operations and circumstances. In addition, 
we found that there are interdependencies 
among the areas being measured, in that 
the results achieved in each area can affect 
the results achieved in other areas. 


22.27 Public policy. One element that 
is particularly important for Crown 
corporations to measure is related to the 
public policy role for which each 
corporation has been established. 
Measurement of this element should 
reflect the very reason for the creation and 
continued existence of the Crown 
corporation; as such, the unique measures 
are often the most difficult to develop. 


22.28 Client focus. Crown corporations 
need to ensure that there is an adequate 
coverage of customer-oriented, 
results-based indicators. Product or 
service relevance and acceptance are 
important aspects of client focus. 
Indicators in this area are most useful if 
they can assist the corporation in learning 
from its customers, clients or stakeholders. 
Customer satisfaction, market share, and 
customer retention are examples of 
indicators used in this area. 


22.29 Human resources. This area 
addresses how well a corporation is able 
to manage its human resources. It refers to 
the extent to which personnel are able to 
realize their full potential, while 
supporting the corporation’s objectives 
and strategies. Corporate infrastructure, 
including the administrative processes and 
information systems, often has a great 
influence on how employees are supported 
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in, or prevented from, demonstrating their 
capabilities. Employee commitment, 
motivation and development are also 
important facets of this area. Employee 
turnover, the ratio of computers to 
employees, employee training dollars or 
hours, and other indicators often arising 
from employee surveys are examples of 
indicators used in this area. 


22.30 Financial results. A corporation 
needs to measure its financial health. It is 
the state of a corporation’s financial health 
that enables it to provide products and 
services to clients, customers or 
stakeholders. Net income, return on equity 
and return on assets are examples of 
indicators used in this area. Some 
corporations may also measure the extent 
of reliance on government funding. 


22.31 Internal processes. A 
corporation also needs to measure the 
critical business processes that deliver its 
products or services, while adding value to 
its clients, its customers or stakeholders. 
Efficiency, productivity and 
responsiveness figure prominently in this 
area. Cost per unit (of output and/or 
outcome), time to market, and response 
time are examples of indicators used in 
this area. 


22.32 Environmental management. 
The environment plays an increasingly 
important role in the public’s perception 
of good government. This is not unique to 
government but government activities are 
held by the public to a very high standard 
of environmental performance. 
Consequently, this area may require a 
greater corporate focus through the 
development of related indicators. These 
could be derived from a sustainable 
development strategy or other practices 
used by many private sector organizations 
for reporting on environmental 
performance. 


22.33 Other areas. Performance 
indicators may also be required in areas 
such as leadership, strategic planning, 
supplier focus and planning for 
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improvement. A common thread is the 
clear focus of all activities toward the 
achievement of a corporation’s goals and 
objectives. This provides for an alignment 
of effort in the corporation that promotes 
efficiency, as only activities that will lead 
to the achievement of goals and objectives 
are considered worthwhile to undertake. 
The choice of individual indicators within 
key areas, such as the ones presented 
above, also depends on a corporation’s 
external and internal context. Employee 
turnover, for example, may be a useful 
measure in one corporation while 
providing little or no value in another. 


22.34 We have found that Crown 
corporations use frameworks to assist in 
the development and maintenance of a 
balanced and complete set of indicators. A 
corporation may choose from a number of 
frameworks, and may choose elements 
from different frameworks or add 
elements to a framework. Some of the 
frameworks encountered in our research 
include the Kaplan and Norton Balanced 
Scorecard, awards criteria such as the 
Canada Awards for Excellence and the 
Malcolm Baldrige National Quality 
Award, as well as quality initiative 
elements, including those promulgated by 
the International Organization for 
Standardization (ISO). In addition, the 
CCAF (formerly called the Canadian 
Comprehensive Auditing Foundation) has 
a framework for governance information 
for boards of directors, while the Canadian 
Institute of Chartered Accountants (CICA) 
has issued a criteria of control framework 
(CoCo). The ultimate objective for each 
Crown corporation is to develop a 
complete and balanced set of key 
indicators for managing, not necessarily to 
follow a particular model or framework. 


22.35 Attributes of good performance 
indicators. While sets of indicators need 
to be complete and balanced, indicators 
themselves require certain qualities to be 
useful. Exhibit 22.2 sets out a list of 
attributes of good performance indicators. 
These attributes contribute to the ability of 
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Frameworks can assist 
in developing and 
maintaining a balanced 
and complete set of 
indicators. 
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“Performance 
measurement provides 
new information.” 
Crown corporation 


Vice-President 
Corporate Planning 


Exhibit 22.2 


Attributes of Good 
Performance Indicators 
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an indicator to support management in 
managing the corporation. 


22.36 Sets of indicators are dynamic. 
The components of a complete set of 
indicators used to manage are subject to 
change over time. This is not to say that 
indicators that highlight “bad news” need 
to be removed from the set of indicators 
but that the indicators must reflect the 
evolving directions and context (internal 
and external) of the corporation. An 
indicator may lose its usefulness over time 
due to changes in the corporation’s 
mandate, strategies or objectives. 
However, the decision to add or drop an 
indicator is not one to be taken lightly and 
depends on each corporation’s 
circumstances. 


The implementation Process Is As 
important As the indicators 


22.37. ~The following are illustrations of 
Crown corporation experiences that reflect 
some common and important 
considerations involved in developing 
performance indicators. 


The process varies among corporations 


22.38 Corporations that have decided to 
use performance indicators in a 
comprehensive manner to assist in 
managing generally follow the steps set 
out in Exhibit 22.3 to establish an initial 
set of key indicators prior to using them. 
While the steps have a logical 
progression, our discussions with Crown 
corporations indicated that the sequence 
may vary. Some steps are initiated prior to 
others that appear earlier in the sequence, 
and some steps are carried out 
simultaneously. In addition, once an initial 
set has been identified, the issue of 
integrating the indicators into the 
management process, which includes the 
maintenance of the set of selected key 
indicators and their targets, must be 
addressed. The development of a complete 
and balanced set of key indicators is an 
iterative process that can extend well 
beyond a year. 


22.39 One Crown corporation indicated 
that the steps for implementation 
generally follow its corporate planning 
process and, accordingly, suggested that it 
may be appropriate to look at those 


A good performance indicator is meaningful (understandable, relevant, comparable), reliable and 


practical. 
Attributes Explanation 
Meaningful e clear (clearly and consistently defined) 
understandable e context (explained) 
e concrete (measurable) 
e lack of ambiguity in direction 
relevant e relates to objectives 
e significant and useful to the users 
e attributable to activities 
comparable e allows comparison over time or with other organizations, activities or 
standards 
Reliable e accurately represents what is being measured (valid, free from bias) 
e data required can be replicated (verifiable) 
e data and analysis are free from error 
e not susceptible to manipulation 
e balances (complements) other indicators 
Practical e feasible financially 
e feasible to get timely data 
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external factors that may have a 
significant impact on the corporation. It 
believes that a corporation needs a 
consensus on these factors in order to 
focus corporate directions and objectives 
properly. It also believes that the steps 
outlined in Exhibit 22.3 should be 
undertaken annually. Another Crown 
corporation indicated that when indicators 
are documented and reported, people start 
getting focussed. 


22.40 One Crown corporation 
expressed that the exercise was key to 
ingraining performance measurement 
concepts into people’s behaviour and 
emphasizing the importance of 
measurement. Another Crown corporation 
claimed that there is no “recipe for 
success”. The process of developing and 
choosing the right critical success factors 
and performance indicators is unique to 
each corporation. 


22.41 One Crown corporation found 
that going through the process of 
developing performance indicators had an 
unexpected impact on operations and 
activities. In trying to identify indicators 
of the adequacy of its collection, the 
corporation realized that it did not have a 
clear understanding of what would 
constitute an adequate collection. 
Consequently, it initiated additional 
research into the nature and size of its 
desired collection. This operational 
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change also allowed the corporation to 
identify surplus items and to develop an 
action plan for dealing with surplus items 
and acquiring new ones. 


Communication, reporting and regular 
management reviews are essential 


22.42 Crown corporations emphasize 
that communication remains important, 
both for communicating the initiation of 
an exercise to develop performance 
indicators and for communicating results. 
The latter function provides the 
opportunity for feedback throughout the 
corporation, which reinforces the link of 
activities to corporate strategies and 
objectives. 


22.43 Performance indicators can also 
be useful in sensitizing managers about 
the importance of and the need for high 
performance levels, setting standards and 
benchmarks, and motivating staff. They 
can also play a key role in making the 
corporate strategic plan operational. 


22.44 There is a need for regular 
management review of the information 
provided by the performance indicators. 
Without that review, and actions resulting 
from the review, people in the corporation 
will not perceive that the indicators are 
important and may lose focus on 
achieving goals and objectives. 


22.45 One Crown corporation found 
the inclusion of performance indicators in 


e Identify potential high-level key indicators. 


e Establish performance targets. 


e Cascade measures throughout the corporation. 


e Clarify corporate objectives by reference to mandate, including the public policy role, and build 
a consensus throughout the corporation on the corporate direction and expected results (this may 
include customer and other stakeholder consultation). 


e Identify and clearly define the critical success factors to meet the already established corporate 
objectives, as well as the key corporate activities required to support the critical success factors 
(a completeness framework may prove useful at this stage). 


e Define and validate indicators, including identification of data-gathering mechanisms. 


e Select the complete set of key corporate indicators. 


“The two key factors 
are communications 
and reporting. There is 
a need fora 
comprehensive 
process of involving 
people.” 

Crown corporation 


Vice-President 
Corporate Planning 


Exhibit 22.3 


Steps for Developing an Initial 
Set of Key Performance 
Indicators 
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“Performance 
indicators have 
become part of the 
planning and 
budgeting process.” 


Crown corporation 
Chief Executive Officer 


the corporate plan to be useful, 
particularly when the plan is widely 
disseminated throughout the corporation. 
This promotes a greater understanding 
among all employees of the corporation’s 
objectives and strategies and how progress 
will be measured. 


Performance indicators can be used to 
allocate scarce resources 


22.46 One Crown corporation indicated 
that a significant breakthrough for it 
occurred when it distinguished between 
those indicators that are merely “useful 
statistics” and those that can be used for 
resource allocation. If the corporation is 
not willing to reallocate resources when 
an indicator suggests that a target may not 
be met, then there is a good chance that 
the performance indicator is not useful. 
Alternatively, this may suggest that 
management is not committed to using the 
indicator or that the objective linked to the 
performance indicator is not taken 
seriously by management, implying that it 
is not a relevant corporate objective. This 
underscores the requirement for a 
well-developed and accepted set of 
corporate objectives. 


Performance indicators can be a 
catalyst for synergies 


22.47 One Crown corporation found 
that the development and selection of 
corporate level performance indicators 
helped to break down organizational 
“stovepipes”. The effect of organizational 
stovepipes may be seen, for example, 
when each area head prepares a portion of 
the corporate plan, and these separately 
developed plans are then brought together 
to form the corporation’s annual or 
five-year plan. This may result in a lack of 
synergy or integration of effort. Since 
each area usually has some impact on 
other corporate areas, the development of 
corporate-wide objectives supported by 
indicators has been found to be useful in 
breaking down these stovepipe barriers. 
The corporation found that asking each 
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area what and how it can contribute to the 
accomplishment of corporate goals, 
coupled with providing everyone with a 
greater awareness of the interdepen- 
dencies in the corporation, focussed 
management effort. 


Cascading of performance indicators 
throughout the corporation is necessary 


22.48 Cascading of indicators is a 
process whereby each successive level 
(region, branch, unit, sub-unit or 
individual) is asked to respond in a 
concrete and measurable fashion to 
questions asking how its activities will 
contribute to the achievement of the 
chosen strategic directions and outcomes 
stated in the corporate plan. Cascading 
may require the establishment of different 
indicators at different levels throughout 
the corporation, each supporting 
corporate-wide performance indicators. 
Alternatively, a corporate-wide indicator 
may be found at each level. One Crown 
corporation used the following series of 
questions at all corporate levels to cascade 
its indicators throughout the corporation: 


e What action(s) are going to be 
undertaken this year to contribute to the 
achievement of the corporate plan? 


e What is the targeted outcome of the 
action(s)? 


e How will achievement be measured? 
e When will the result be achieved? 


e What parameters must be put on this 
objective to ensure that its achievement 
does not negatively impact on other 
objectives? 


e How will results be monitored? 


Accountability for specific indicators 
needs to be assigned 


22.49 One Crown corporation assigns 
accountability by identifying an “owner” 
for each indicator. This provides the 
owner of a particular indicator with the 
responsibility for taking action based on 
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the information provided by the indicator. 
Should the required actions exceed the 
owner’s authority level, the owner brings 
the issue up to the next management level. 
This promotes a proactive form of 
management in which owners of 
indicators report not only on the trend of 
their assigned indicators but also on the 
actions taken or needed to ensure that 
targets are met. 


Indicators must be defined and 
validated 


22.50 The practice of users defining the 
indicators is based on the premise that the 
best indicators will be developed by the 
people who are actually involved in the 
activities being measured and that these 
people should also be the first users of the 
indicators. There is a need, however, to 
seek input from others, including 
customers and other stakeholders. In 
addition, one Crown corporation found 
that it is important for a central team to 
validate the indicators with the originator. 
Validation means testing the results of the 
indicators as defined by the eventual 
users. It provides an opportunity for the 
originator to confirm that the information 
the indicator was designed to provide is 
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actually provided. The experience of this 
Crown corporation suggests that as soon 
as the underlying data for an indicator are 
generated, the indicator should be 
validated by its owner. 


22.51 One Crown corporation found 
that the indicators that were implemented 
first were the easiest ones to define and 
validate. Consequently, it noted that the 
more difficult indicators, and possibly the 
more important and useful ones, were not 
being pursued vigorously due to a false 
sense of accomplishment. This 
demonstrates that there is a need to 
validate all indicators. 


22.52 Defining an indicator may appear 
to be a relatively simple exercise but is 
actually a time-consuming and necessary 
step in developing a complete set of 
performance indicators. Key items usually 
defined for each indicator are listed in 
Exhibit 22.4. 


Influence, not manipulation, is needed 


22.53 Closely related to defining and 
validating indicators is the influence of 
corporate and individual activities on the 
indicators. It is essential that these 
activities have a certain degree of 
influence on the results being measured. 


Exhibit 22.4 


Performance Indicator Definition Checklist 


referred to in the corporation) 


e name of indicator (how this indicator will be commonly e 


frequency of data collection (monthly, weekly, quarterly, 
etc) 


strategic direction the indicator supports) 


e reference to critical success factor and/or strategy (which ° 


target (one year, five year, longer term) 


produces the final indicator number) 


e technical definition (specifically how each data component e 


links to other indicators (documents the interrelationship 
among indicators) 


information systems considerations) 


e data source(s), availability and reliability (this will entail e 


cost of gathering data (how much it costs the corporation to 
gather or obtain the data) 


e owner (decision-making responsibility and data-gathering e significance (the implication if the indicator increases or 
responsibility) decreases) 
ie 
e current indicator reading (if information available) e other pertinent information 
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“Where the measures 
are used for managing, 
there have been 
tangible results; when 
used solely for 
reporting, the results 
have not been as 
tangible.” 


Crown corporation 
Director of Operations 
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Without a cause-and-effect relationship, 
the usefulness of the activity as well as the 
appropriateness of the related indicators 
may be questioned, resulting in a lack of 
management focus. 


22.54 It is important that the degree of 
influence on an indicator not extend to 
manipulation of the results. For example, 
one Crown corporation considered the 
number of artifacts in an exhibit as a 
potential indicator of the effective use of a 
collection. However, it concluded that this 
indicator could be manipulated by simply 
choosing smaller artifacts from the 
collection. The impact of such actions was 
not viewed as consistent with or 
supportive of corporate directions, and 
consequently the indicator was rejected. 


Indicators for Managing Will 
Enhance Performance Reporting 


22.55 Chapter 4 of our 1993 Report 
addressed the issue of performance 
reporting in Crown corporations. The 
1984 amendments to the Financial 
Administration Act incorporated, among 
other things, the following principles: 


e Parliament will be informed of the 
objectives and strategies of Crown 
corporations as approved by government; 
and 


e Parliament will receive a systematic 
flow of timely, pertinent information on 
actual performance so that it can judge 
how well Crown corporations have 
achieved their stated objectives for each 
planning period. 


22.56 The practice of reporting against 
established objectives is basic to good 
management. In fact, Part X of the 
Financial Administration Act places 
considerable emphasis on performance 
reporting: 


¢ Corporations must state in their 
corporate plan summaries their objectives, 


strategies and expected performance for 
the year. 


e Corporations must disclose in their 
annual report the extent to which 
objectives have been achieved. 


e The Treasury Board has the power to 
require that certain quantitative 
performance information be included in 
annual reports. 


e The Treasury Board has the power to 
call for the audit of quantitative 
performance information in annual 
reports. 


22.57 As part of the process for the 
Auditor General Award for Excellence in 
Annual Reporting, we reviewed recently 
published annual reports and corporate 
plan summaries. Although there is still 
much to be done in this area, we found 
that most Crown corporations had 
reported some information in three areas: 
financial performance, public policy and 
internal processes. Almost all corporations 
report two or more financial indicators, 
while most report at least one public 
policy outcome indicator and one internal 
process indicator. Examples of financial 
indicators most often used include net 
income and the percentage of 
non-governmental sources of funding. 
Public policy indicators are specific to 
each corporation. Examples of internal 
process indicators that have been reported 
include administrative expenses as a 
percentage of total costs, and marketing 
costs as a percentage of revenue. Less 
than half of the reports we reviewed had 
customer indicators and only a few had 
human resource indicators or any 
reporting on environmental practices. 


22.58 We have previously reported that 
improvement in performance reporting by 
Crown corporations is required. We 
believe that once management develops 
and uses indicators to assist in effective 
management, the building blocks for 
effective performance reporting will exist. 
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Conclusion 


22.59 The importance of performance 
information as a tool for reporting as well 
as for managing corporations is clear. 
Complete and balanced sets of key 
performance indicators provide useful 
information with which to improve 
operations, integrate day-to-day activities 
with strategic plans, monitor and evaluate 
performance at all levels and confirm the 
validity of past strategic decisions. 


22.60 Performance information is a 
powerful tool but it cannot by itself make 
the corporation succeed. Management 
must still identify, choose and act on 
strategic initiatives and directions. 
Performance indicators can then help 
measure how the strategies and actions 
have influenced the success of the 
corporation, and can provide valuable 
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input to the decision-making process. 
Performance measurement is not a 
substitute for leadership or a 
compensating factor for poor strategies or 
a lack of core competencies. 


22.61 Boards of directors need to use 
performance indicators in monitoring and 
evaluating performance, and to require 
that management develop and use 
performance indicators as a meaningful 
and integral part of the management 
process. They may wish to consider 
delegating to the corporations’ audit 
committees some responsibility for 
assessing the state of performance 
measurement and reporting. 


22.62 Government and Parliament need 
to continue to emphasize the importance 
of performance indicators in their review 
of Crown corporation annual reports and 
corporate plan summaries. 
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About the Study 


4 


Objective 


The objective of this study was to encourage further development and greater use of meaningful performance 
measurement and reporting in Crown corporations. We provide specific suggestions and illustrative examples 
by highlighting important conclusions from our research as well as from our discussions with Crown 
corporations. The chapter also reinforces the need for Crown corporations to set clear and measurable _ 
strategies, goals and objectives — the foundation of good performance measurement. 


We expect that if corporations use performance measurement to assist in managing, then in the future we will 
see fewer significant deficiencies being reported in special examinations of Crown corporations and better 
information on performance reported to boards of directors, government and Parliament. 


Scope and Approach 


Largely as a result of our findings from the second cycle of special examinations, we undertook to research 
issues related to performance measurement. Our research started with a review of existing practices and 
developments in performance measurement in both the public and private sectors. One of the key activities 
involved dialogues with 23 federal Crown corporations to understand how performance measurement 
concepts and practices were being used and how issues were being addressed. We carried out in-depth 
discussions with 10 of those corporations, which represent approximately $19 billion of assets and 16,000 — 
employees. In addition, as part of the process for the Auditor General Award for Excellence in Annual 
Reporting by Crown Corporations, we reviewed performance information reported in all Crown corporation 
annual reports and corporate plan summaries. 


Study Team 


For information, please contact Pierre Serré or Grant Wilson, the responsible auditors. 
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Systems under Development: 


Taking Charge 


Assistant Auditor General: Doug Timmins 
Responsible Auditor: Eric Anttila 


Main Points 


23.1 In its efforts to respond to perceived needs of taxpayers and to reduce its costs, the government has 
undertaken to develop many new information systems. In this audit, we examined three projects that were 
managed in-house by the departments. We found that they shared similar risks with contract projects, including 
being late, going over budget and not meeting the needs of users. 


23.2 Compared with contract projects, in-house projects were better aligned with the business objectives of the 
departments and were broken down into more manageable components. In addition, senior management was more 
involved, communications were more effective and the expertise and experience of the staff were better used. 


23.3 Two of the three in-house systems that directly serve Canadians need to reflect a better understanding of 
who the clients are and what their needs are. 


23.4 The disciplines of planning, oversight and quality assurance reduce the risks associated with the business 
and technical complexity of both contract and in-house projects. However, the three projects that we examined 
had some deficiencies in these areas. 


23.5 A major concern we have reported before is the lack of recording and tracking of actual project costs. 
Without such tracking, projects can take longer, cost more and deliver less. Although one project was able to 
provide us with fairly complete estimates, none of the projects could provide precise actual costs. We estimate that 
each of the three projects we examined will cost the taxpayers between $50 million and $100 million. 
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introduction 


Focus of the audit 


23.6 Our review of systems under 
development is a continuation of similar 
work done in the past two years. We have 
been assessing the quality of project 
management in systems development 
projects in order to identify lessons to be 
learned and pitfalls to be avoided. A 
common industry definition of projects is 
an endeavour, limited in time, to create or 
enhance a product or a service in a way 
that distinguishes it from existing ones. 
Projects are not limited to the introduction 
of new information technology but may be 
related to all kinds of human activities 
such as a change in organizational 
structure and customer service. A 
significant body of best practices has 
developed over the years and we draw 
from it to conduct our risk assessments. 


23.7 This year, we focussed on 
information technology systems managed 
and developed by departmental staff, with 
assistance, when needed, provided by 
individual consultants. We refer to these 
development projects as “in-house” 
projects. Although we could not establish 
firm costs for the three projects we 
reviewed this year, the estimated cost of 
each is in the $50 million to $100 million 
range. In previous years, our focus was on 
projects that were larger in size, often 
costing in the hundreds of millions of 
dollars, with most of their development 
contracted out in large fixed-price 
contracts (referred to hereafter as 
“contract projects”). In this chapter, we 
also review the status of the eight other 
projects that we examined in previous 
years and draw some general conclusions 
on the major differences and similarities 
in risk profiles between in-house and 
contract projects. 


23.8 Further details on the scope and 
approach of this year’s audit are included 
at the end of the chapter in the section 
About the Audit. 
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Recent systems under development 
events 


23.9 In March 1997, the Standing 
Committee on Public Accounts held 
hearings on Chapter 24 of the Auditor 
General’s 1996 Report — Systems under 
Development: Getting Results. We 
recommended to the Committee that all 
departments produce action plans for the 
implementation of the Treasury Board’s 
Enhanced Framework for the Management 
of Information Technology Projects. In 
addition, we suggested to the Committee 
that the Treasury Board Secretariat was 
uniquely positioned to monitor systems 
under development projects that require 
Treasury Board approval, with the view of 
informing the Treasury Board ministers if 
projects were experiencing serious risks of 
failing to meet stated schedules, budgets 
or requirements. 


23.10 Departments were directed by 
Treasury Board ministers in June 1996 to 
apply the Framework to existing projects, 
as applicable, and future information 
technology projects, and so attest when 
seeking Treasury Board project approvals. 
The Treasury Board Secretariat has 
advised us that actions are under way in 
all departments to implement the 
Framework. In addition, two departments 
have declared their intention to improve 
their software development processes up 
to level 2 of the Software Engineering 
Institute’s Capability Maturity Model 
(Exhibit 23.1). The model has five levels 
of increasingly effective management of 
software development processes, with 
level 5 being the optimal level. 
Additionally, in response to a direct 
request by the Public Accounts 
Committee, Transport Canada has 
declared that it would fully apply the 
Framework if it were to develop another 
major system. 


23.11 We recommended in our 
November 1996 Report that departments 
prepare action plans for the 
implementation of the Framework. The 
Treasury Board Secretariat will assess the 
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One of the major 
factors contributing to 
project risk was 
increasing business 
and technical 
complexity. 


The projects that have 
the best chance of 
succeeding are the 
ones where business 
and technical 
expertise can be 
integrated to create 
new ways of delivering 
products and services 
to clients. 


Exhibit 23.1 


The oepauety Maturity Model 
(cmim)s™ 


implementation of the Framework within 
departments against a series of four target 
plateaus beginning in March 1998 and 
continuing to 2002. The Chief Information 
Officer Branch of the Secretariat reports 
that it will conduct a review of the 
progress of the 20 largest departments 
toward the March 1998 plateau. 
Departments will be expected as part of 
this exercise to develop an improvement 
plan that focusses on the achievement of 
the goals at the next three plateaus. 


Implications of increasing business and 
technical complexity 


23.12 Inall 11 projects that we have 
audited over the past several years, one of 
the major factors contributing to project 
risk was increasing business and technical 
complexity. In our opinion, risks 
associated with complexity can be 
effectively managed by breaking down the 
project into more manageable components 
and doing a better job of planning and 
overseeing projects. 


23.13 Business complexity in 
government has increased in recent years 
because of massive budget cuts, 
downsizing (in some cases, without a 
corresponding reduction of program 
requirements), program changes, new 
legislation, mergers of departments and 
reorganizations. Because of the increasing 
need to process information rapidly and to 


meet the pressing information needs of 
both managers and clients, business 
processes have to be re-engineered to 
provide real-time and just-in-time 
information. Furthermore, as we reported 
in Chapter 12 of our October 1997 Report, 
Information Technology: Preparedness for 
the Year 2000, the pending situation, 
referred to as the Year 2000 problem, has 
added new business imperatives that put 
all other information technology projects 
at risk in the struggle for available 
resources. 


23.14 The 1990s have seen an 
escalation in technological sophistication 
to address more complex business needs 
that go beyond the simple automation of 
manual processes. New systems are based 
on the integration of new business 
processes and the supporting technologies, 
such as client-server, on-line transactions, 
networks, the Internet and interfaces to 
many legacy systems. Finding and 
developing the technical and business 
talent to address this sophistication is a 
major risk factor in itself. 


23.15 To meet these challenging 
requirements, information technology 
must become part of the business 
processes themselves. The projects that 
have the best chance of succeeding are the 
ones where the development teams can 
integrate business and technical expertise 
to create new ways of delivering products 
and services to clients. The challenge for 


In 1986, the U.S. Department of Defense funded the establishment of the Software Engineering 
Institute (SEI) at Carnegie Mellon University. The SEI has developed a Capability Maturity Model 
(CMM) that is now available to all institutions worldwide. The Model outlines how an organization 
can establish a step-by-step roadmap to implement a software development improvement program. 
It also can be used to assess the capability level of an organization or lead to the certification of an 


organization by an accredited evaluation team. 


The Model includes five levels of maturity that describe “the extent to which a specific process is 
explicitly defined, managed, measured, controlled and effective” (CMM, The Process Maturity 


Framework, 1993). 


CMM is a service mark of Carnegie Mellon University. 


For information on the CMM and its five levels of maturity, please visit the SEI web site at 


http://www. sei.cmu.edu. 
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development teams is to combine these 
two sets of expertise effectively. 


Observations 


Our Assessment of the Projects 
Reviewed 


23.16 A brief summary of three 
in-house projects that we reviewed is 
included in Exhibit 23.2. At Revenue 
Canada, we reviewed the Standardized 
Accounting and Corporate Tax Redesign 
project (SA/T2). It is an ambitious and 
complex project with aggressive target 
dates that create the risk of schedule 
slippage for the project. The Department 
has mitigated project risk by: 


e closely aligning the objectives of the 
new system with Revenue Canada’s 
overall objectives; 


ce 
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¢ obtaining ongoing involvement and 
support of senior management; 


¢ extensively involving intended users 
of the planned system in development 
activities; 


¢ conducting regular independent risk 
assessments; 


* using standards consistently; and 


e using overall management discipline. 


However, more attention needs to be 
given to the tracking of task times at a 
level sufficient to offer precise monitoring 
of actual progress. 


23.17 At the time of the audit of the 
Self-Serve Systems group of projects at 
Human Resources Development Canada, 
the projects, as a group, were assessed at 
high risk of not meeting their goals. 
However, the Department mitigated this 
risk by scoping the projects so that 
financial risk was reduced greatly and so 


The Standardized Accounting and Corporate Tax System Redesign (SA / T2) project at 
Revenue Canada was started in mid-1995 to streamline and integrate all the revenue programs 
administered by the Department, starting with the Corporate Tax System, which handles business 
tax returns. The SA project will extend into 2001 and has a total estimated cost of $82 million over 
five years, including ongoing maintenance. The T2 redesign project is estimated at $24 million 
over five years, including maintenance. These projects are being funded internally by the 
Department. During the audit, plans were for an April 1998 implementation. The new Corporate 
Tax System is now scheduled for a later implementation, possibly by the fall of 1998, due to 
unforeseen complexities in the business Shilpa, 


Self-Serve Systems at Honan Resources Development Canada comprise a group of 15 projects 
that share the same project manager and are all meant to provide clients with an improved 
self-serve capability. These development initiatives, most of which are in the area of employment 
insurance, were regrouped in 1995 to better co-ordinate the Department’s efforts in the face of 
budget cuts and closure of many local offices. Our review looked at the risk associated with the 
projects taken together rather than with individual projects. We estimate these 15 projects to cost 
about $50 million over five years. The projects are at various stages of development, and 
implementation of the 15 projects is planned for various dates over the next few years. 


The Strategis project at Industry Canada was initiated in 1994. Strategis is an initiative designed 
to make strategic business information available to Canadian businesses over the Internet. Phase I 
of the system was implemented in March 1996 and has enjoyed increasing use. Phases II and Ill 
are meant to enhance the web site, offer more business partnerships and introduce electronic 
commerce as a means of conducting business with Industry Canada. Strategis is expected to have 
electronic commerce operating by December 1998. The success of the site is completely dependent 
on both the quality of the information content and on the technology used. Therefore, we used the 


Department’s estimate of $22 million that includes the time of content experts used in the 
preparation of the documents put on the web in Phase I. The Department has estimated a further 
$44 million over the next two years to develop and maintain Phases I and III of Strategis. 


Report of the Auditor General of Canada — 


December 1997 


Exhibit 23.2 


The Three In-house 
Information Technology 
Projects in Brief 


i 


Systems under Development: Taking Charge 


Planning starts with a 
good knowledge of the 
clients and of their 
needs. 


that projects could stand alone to reduce 
interdependencies between them and 
protect them from delays in other projects. 
Risk was also mitigated by piloting 
projects in the field. The projects had 
good alignment of their objectives with 
the strategic goals of the Department, had 
senior management support and 
involvement and made good use of 
in-house expertise. In line with best 
practices, there were also efforts to 
establish a better quality assurance 
function. However, in some or all of the 
self-serve projects, we noted deficiencies 
with the planning, standards, 
documentation, task management and 
management of change requests. 


23.18 At Industry Canada, we 
examined Phases II and III of Strategis. As 
Strategis moves forward, we are 
concerned that the project may experience 
high risks of not meeting its schedule, cost 
and service objectives. With the expansion 
of scope and complexity of Strategis, the 
focus and alignment that was firmly 
established for Phase I is becoming 
diffuse, the management of Strategis is not 
sufficiently integrated with the business 
side of Industry Canada and the current 
project management structure may not be 
adequate to achieve best results. There are 
efforts under way to make Phase I and 
some elements of Phase II part of normal 
publishing operations. Senior management 
has asserted that Strategis is more than 
just a web site but an initiative to 
transform the Department by providing 
access to government information 
resources, business transactions and new 
means of consultation. However, the 
development of a large web publishing 
site is a relatively new activity for 
government and industry. The Department 
has not taken this opportunity to apply 
project management best practices to an 
initiative of this type. 


23.19 In summary, we observed that, in 
terms of best practices, in-house projects: 


e were well aligned with departmental 
objectives and received strong support 
from senior management; 


e were broken down into manageable 
components; 


e made good use of in-house 
resources; and 


e had good communications between 
developers and internal clients. 


However, we are concerned that all of 
these projects lack a properly established 
independent quality assurance function 
and do not track task time. Except for the 
SA/T2 project, all projects need to: 


¢ apply a planning discipline that 
includes the precise definition of tasks 
over reasonable time frames; 


e consult more systematically with 
intended clients; 


e manage change requests; and 


e implement a discipline relative to 
standards and documentation. 


Planning Projects 


23.20 Under planning, we considered 
the following key elements: 


e Knowledge / Involvement of Clients 
e Integrated Teams 

e Business Case 

e Project Charter 

e Overall and Detailed Project Plans 


¢ Quality Assurance Plan 


Knowledge and involvement of clients is 
essential 


23.21 Planning starts with a good 
knowledge of the clients and of their 
needs. A common characteristic of the 
three systems we reviewed this year is that 
all involve serving clients outside the 
departments concerned and establishing 
partnerships with the private sector, other 
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departments or other governments. This 
puts an onus on the project managers to 
clearly identify whom they are servicing 
and to develop the means to engage in 
meaningful consultations with the target 
clientele. However, in two of the projects 
examined, the extent of the effort required 
was underestimated. And, in an 
environment where change is constant, we 
found that consultations were infrequent 
or not tied to the definition or adjustment 
of the requirements for the new service. 
There is a danger that, if consultations are 
not frequent and continuous, the project 
will encounter stiff resistance or apathy 
when completed. 


23.22 At Revenue Canada, there were 
extensive consultations to set up the new 
Standardized Accounting and Corporate 
Tax Redesign project. The Department has 
found it necessary to continue these 
discussions even while the development of 
the system is well under way. Since the 
clients believed that the system would 
have a great impact, Revenue Canada 
responded by continuing to be open and 
straightforward about the costs and 
benefits. An important innovation is the 
establishment of a steering committee 
with provincial partner representation and 
decision-making authority to co-ordinate 
ongoing consultations on electronic filing 
of corporate tax returns and its 
implementation. 


23.23 At Human Resources 
Development Canada, there was evidence 
of efforts to consolidate previous 
information on clients and obtain some 
additional information from some client 
groups or associations. There are also 
efforts to continue the consultation in the 
context of specific pilot projects. The 
Department has provided mechanisms to 
gather client comments through its kiosks. 
However, in the case of client groups who 
do not use kiosks, feedback is obtained by 
staff and manually input into an 
information gathering system. 
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23.24 At Industry Canada, the intensive 

consolidation of useful client data at the 

start of the project, as well as continuing 

discussions with business associations, has 

provided a means for keeping in touch 

with client needs. The Strategis web site 

also permits users to make comments via 

electronic mail. Industry Canada staff are There is a danger that, 
able to view these comments at any time if consultations are not 
and respond to them. However, obtaining 

feedback from all intended clients and not frequent and 

only from those who have reached the site continuous, the 

and care enough to respond is a challenge 
the Department continues to face. At the project will encounter 
time of the audit, to identify the stiff resistance or 
continually changing clientele and their 

needs, the Department relied mostly on apathy when 
attendance by Strategis staff at industry completed. 

association meetings, gathering of client 
input at the many demonstrations of the 
web site and measuring activity on the 
Strategis web site. 


Fully integrated development teams are 
necessary for buy-in and support of 
projects 


23.25 While we would expect the 
business side of a department to take the 
lead in client consultation and in the early 
stages of planning, a real synergy must 
develop that includes the information 
technology (IT) analysts in a fully 
integrated team. At Revenue Canada, for 
example, the Standardized Accounting 
project team consists of business and IT 
analysts and managers who were 
collocated throughout the development of 
the first business case and the overview 
plan. A synergy developed that persisted 
even after the team had outgrown its space 
and had to be split between two separate 
buildings. This synergy is nurtured by the 
continuing active senior representation of 
the sponsoring business units on the 
project team. 


23.26 At Industry Canada, the projects 
are definitely business-driven but the same 
level of integration of the project teams 
does not exist. For example, business 
sectors are quite autonomous and, in many 
cases, have their own IT staff to prepare 
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The business case 
provides senior 
managers and others 
with information about 
the costs and the 
benefits to the 
business, So a 
“go/no-go” decision 
can be made. 


A critical requirement 
for business cases is 
that they be kept 
up-to-date. 


23-12 


their applications and databases for the 
web site. Our observation is that this 
makes it difficult for Strategis to be more 
than just a web site because it still lacks 
the full buy-in and support of the whole 
Department for centrally co-ordinated 
standards of quality that would help 
Strategis to be “an initiative of 
transformation” for Canadian businesses 
and for the Department itself. 


23.27 At Human Resources 
Development Canada, business units drive 
all IT activity but systems development 
follows a more traditional model where 
there is an organizational separation 
between the developers and their clients. 
Requirements are handed over to IT staff 
and a working system is handed back 
later. Business people and IT staff do not 
work in integrated teams but rely instead 
on meetings and other consultations 
throughout. 


Investment proposals and business cases 
need to be complete and up-to-date 


23.28 Good knowledge and 
involvement of the clients together with 
an integrated team are prerequisites for 
good planning. As part of the planning 
exercise, the integrated team needs to 
prepare a detailed investment proposal or 
business case that is tightly aligned with 
the business goals of the organization. The 
business case provides senior managers 
and others with information about the 
costs, the benefits to the business, the 
return on investment, and the risks 
associated with a proposed system, so a 
“go/no-go” decision can be made. 


23.29 Over the years, the Treasury 
Board Secretariat has published guidance 
on the preparation of business cases and 
cost/benefit analyses. Most recently, the 
requirement was reiterated in the Treasury 
Board’s Enhanced Framework of May 
1996, and supported by a new guide, 
Creating and Using a Business Case for IT 
Projects, first issued in May 1995 and 
reissued in November 1996. The guide 


sets out in detail what constitutes a 
business case and deals with how to 
identify costs and benefits, prepare plans 
for the realization of these benefits, assess 
risks, analyze and present alternatives, and 
conduct reviews to confirm and update the 
business cases over the life of IT projects. 


23.30 A critical requirement for 
business cases is that they be kept 
up-to-date. An update can be the basis for 
what the Enhanced Framework refers to as 
a “gate”, where a “go/no-go” decision is 
made on the next stage of the plan. 


23.31 To help departments identify 
areas for improvement, we took advantage 
of this year’s audit to do a review of 
business cases prepared since the issuance 
of the new Treasury Board’s guidance on 
business cases. Although the three projects 
we looked at had prepared business cases 
and, in some manner, had updated them, 
we noted that many of the elements of the 
government direction were not being 
followed. The following matters would 
have needed to be addressed in order to 
bring these business cases in line with the 
new Treasury Board guidelines: 


e All costs were not included in the 
business cases. In all cases, some 
categories of costs were not considered, 
for example, money invested prior to the 
creation of the business cases. In two 
cases, costs were estimated for 
development only and not for ongoing 
maintenance. This factor can have a 
significant impact on the investment 
decision and the potential return on 
investment to the government. 


e Inall cases, risk assessments — the 
forecast of potential problems in the 
successful development and 
implementation of the proposed systems 
— were not included with the business 
cases presented to senior management. At 
Revenue Canada, risks assessments were 
done shortly after the business cases were 
prepared. 


e In all three cases, the analysis of 
proposed investments did not consider 
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measures of financial return, such as 
return on investment or other investment 
criteria suggested by the Treasury Board 
Secretariat’s guide on business cases. 


e The three business case reports were 
not complete as they did not present the 
information noted above; nor did they 
describe what alternatives to the suggested 
strategy were considered. 


23.32 The issues we noted present risks 
to the government that large investment 
decisions may be made on the basis of 
incomplete or inaccurate estimates and 
other information, resulting in much lower 
returns than anticipated. Good decision 
making at the start of the project is 
dependent on accurate and complete 
information. 


Project charters bring discipline to 
projects 


23.33 In our review of planning in the 
three in-house projects, we found 
evidence of a good and effective practice 
— the creation of project charters. A 
project charter is a living document that 
lays out the project goals, the roles and 
responsibilities of each member of the 
team, and the interdependencies between 
projects and between tasks. Key project 
investment parameters are identified up 
front, along with key business and 
technical assumptions, deliverables, 
project stages and tasks, task estimates 
and assignments, and criteria for judging 
success. The project charter is updated at 
every major stage of the project. 


23.34 Revenue Canada prepared 
charters for each major component of the 
SA/T2 project. Human Resources 
Development Canada has also adopted the 
practice but, at the time of the audit, had 
applied it to only 2 of the 15 projects that 
make up Self-Serve Systems. 


23.35 Compared with contract projects, 
in-house projects tend to lack the same 
level of project management discipline as 
is specified in contracts. We see project 


Systems under Development: Taking Charge 


charters as an important means of bringing 
elements of that discipline into projects 
managed in-house. Project charters 
effectively become internal contracts that 
guide project teams. 


Project plans set detailed management 
and supervisory agendas 


23.36 Project plans. The discipline of 
preparing the project charter facilitates the 
preparation of the project plan. Literature 
in the project management field is 
extensive, and it is possible to purchase 
good development and planning 
methodologies and numerous effective 
planning tools. 


23.37 In reviewing the planning of 
in-house projects this year, we found that 
the best practice was at Revenue Canada. 
It developed a top-down overview plan 
and a series of detailed plans over 
reasonable time horizons that identified all 
key work packages or project segments. 
These work packages were further broken 
down into task level plans that covered 
periods of one to two weeks. Key 
interdependencies at all levels and critical 
path items were identified. 


23.38 To validate this top-down plan, 
Revenue Canada followed with a 
bottom-up planning exercise that fully 
involved all people responsible for the 
tasks. The Department did a complete 
review of all plans at the task level to 
verify all the details and rebuild the plans. 
As part of the integrated teams, people 
from the business units were full 
participants in this validation exercise. 


23.39 Task completion criteria. To be 
completely effective at the task level, 
project plans must identify completion 
events precisely enough to give a clear 
“yes/no” indication of satisfactory 
completion. This implies that quality 
standards have been set for each particular 
task. We would suggest that a task be 
considered not complete until it has 
passed its quality gate, at which point it 
would be considered fully complete. None 
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We found evidence of 
a good and effective 
practice — the 
creation of project 
charters. 


Project plans must 
identify completion 
events precisely 
enough to give a clear 
“yes/no” indication of 
satisfactory 
completion. 
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Good plans create 
meaningful 
benchmarks that 
permit the 
measurement and 
tracking of progress. 


The key outcome of 
oversight is the timely 
application of 
corrective action when 
behaviour or results 
deviate from plan. 


of the projects examined this year defined 
their tasks to this level of detail. 


23.40 Revision of plans. All elements 
of planning need to be considered living 
documents that must be re-examined and 
revised periodically as necessary. During 
these revisions, all parties have to be 
consulted, risks reassessed and planning 
assumptions re-established. With each 
major revision of the plan, the business 
case also has to be reviewed and gating 
decisions made. 


23.41 The purpose of planning is to set 
the management and supervisory agendas 
in as much detail as possible to permit 
effective oversight and monitoring of task 
execution until the project is completed 
successfully. 


Project Tracking and Oversight 


Breakdown of tasks identifies 
deliverables and resources 


23.42 Good plans create meaningful 
benchmarks that permit the measurement 
and tracking of progress. The appropriate 
breakdown of tasks over reasonable time 
frames establishes not only the 
deliverables to be produced but also the 
resources that will be required. As 
mentioned, the identification of the 
deliverables needs to define the quality 
standards that must be met before a task 
can be considered complete. The resource 
definition needs to be very explicit and, 
wherever possible, specify the individuals 
involved and all other resources that are 
needed to get the job done. 


23.43 The very magnitude and 
complexity of technology and business 
projects today make it necessary for 
management to exercise proper oversight 
to achieve the intended results. The key 
outcome of oversight is the timely 
application of corrective action when 
behaviour or results deviate from plan. 
The in-house projects we looked at were 
careful to break down their system 
requirements into more manageable 


components. While this approach adds 
another level of complexity to the project 
and requires more oversight in the form of 
co-ordinating, reporting and 
communicating, it is still preferable to the 
mega-project approach. However, except 
for the SA/T2 project at Revenue Canada, 
none of the in-house projects reviewed 
had broken down their work packages into 
tasks small and detailed enough to serve 
as meaningful tools to monitor actual 
progress and take corrective action. 


Objective assessment measures must 
complement subjective ones 


23.44 As part of their oversight role, 
managers need to have objective measures 
of progress and performance in addition to 
their own subjective assessments. None of 
the projects we reviewed measured the 
time actually being spent to compare it 
with the time estimated in the master plan. 
We consider this a fundamental tool in 
project tracking and oversight. This 
measure is needed not only to give senior 
management advance warning about 
possible delays but also to provide 
important lessons learned to improve the 
estimation of time to complete tasks in the 
future. 


23.45 None of the managers on the 
projects we reviewed had the information 
needed to determine the actual project 
task costs. In all three projects, human 
resource costs, which are always the 
largest component of actual project costs, 
are known only at the corporate level and 
cannot be broken down to project tasks. 
Two objectives of project oversight are to 
determine how much productive time has 
been devoted to specific project tasks and 
how much work has actually been 
performed against plan. This allows 
managers to predict how the rest of the 
plan will likely proceed and to take 
corrective action where appropriate. 


23.46 Managers usually need several 
methods to measure performance and 
project status. As described earlier, in 
setting up the plan, there must be a very 
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concentrated effort to make the tasks short 
(one to two weeks) and defined such that a 
tangible, measurable output is produced. 
Measuring the actual time spent on a 
project task gives the manager an estimate 
of progress made relative to the original 
estimate. A less reliable and even softer 
measure is subjective judgment, although 
this can be firmed up by peer reviews and 
quality control “walkthroughs”. 


23.47 At Revenue Canada, there is no 
time measurement but management has 
compensated for this deficiency by 
defining tasks of a short duration with 
tangible outputs and scheduling peer-level 
task reviews. Management claims these 
reviews are thorough and timely enough 
to quickly expose the exact status of the 
tasks and to allow management to take 
corrective action. 


23.48 At both Human Resources 
Development Canada and Industry 
Canada, progress is measured with 
subjective assessments and management 
reviews of these assessments. There is no 
time tracking or peer review to provide 
another more objective view of progress. 
In our opinion, while it is important to 
have the assessment and review of 
experienced managers, this in itself is 
inadequate for oversight and tracking. By 
the time management finds out that a time 
estimate is incorrect, the deliverable date 
may have passed and, by the time a 
recovery plan is created, the whole project 
may be close to being over budget. This 
potential risk can be mitigated if project 
components are small enough, task 
durations are very short and management 
acts quickly and decisively to recover 
from an incorrect time estimate or a 
missed deadline. 


23.49 Both Human Resources 
Development Canada and Industry Canada 
use a development technique where a 
series of gradually improved prototypes 
allow the business line people to validate 
requirements and to monitor certain 
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tangible outputs of the process. Although 
we would commend this as a useful and 
effective technique for developing systems 
rapidly and keeping business people 
involved throughout the development 
process, we do not see it as taking the 
place of proper management oversight and 
tracking. We also have concerns that 
prototypes can give an illusion of true 
progress while the issues of security, 


reliability and the ability to easily change Ironically, the 
the size and configuration have not been government does not 
fully add d. I , bef . 

y addressed. In many cases, before always apply to itself 


these prototypes are rolled out as 
production systems, very fundamental 
reworking is necessary. 


the performance 
measures it demands 


23.50 Ironically, the government does of the contractor. 


not always apply to itself the performance 
measures it demands from its contractors. 
When the government contracts out its 
systems development work, it always 
demands cost and schedule performance 
measures of the contractor. In the in-house 
projects we examined, we did not see a 
project where the government applies 
these same requirements to itself. 


Quality Assurance 


23.51 Quality assurance is often 
confused with quality control. Quality 
assurance refers to a function upon which 
management, the client and the project 
sponsor can rely to satisfy themselves that 
the desired quality is being achieved. It 
involves the validation of all the processes 
that will be used to achieve the desired 
results. Quality control is a function that 
monitors deliverables and verifies, at each 
step of the process, that the proper results 
are in fact being produced. Quality 
assurance staff help to establish the 
criteria that will be used to verify the 
results. Quality assurance uses the results 
of the quality control to evaluate and 
improve the processes that produce the 
deliverables, and, over time, to ensure that 
responsibility for quality becomes part of 
everybody’s job. 
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Having the quality 
assurance function 
report directly to 
senior management 
gives it the required 
authority to ensure 
that needed changes 
are made. 


We conclude that in 
both in-house and 
contract projects, 
practices would need 
to be improved to 
provide assurance on 
timing and budgets. 


Quality assurance needs to be an 
independent function 


23.52 To be effective, quality assurance 
needs to be independent of development 
and operational management. It should 
have the authority to recommend and 
follow up on the changes required to the 
processes used by development and 
operational people. Having the quality 
assurance function report directly to a 
senior level of management gives it the 
required positional authority to ensure that 
needed changes are made. When senior 
management is perceived as supporting 
quality assurance, the buy-in of everyone 
involved in the project is more likely. 


23.53 It is in the interests of the project 
sponsor, the project leader and 
management to strongly support the 
quality assurance function by means of an 
objective review that validates all the 
plans, standards and procedures applicable 
to the project. This will help to build 
confidence in project processes and results 
and increase the likelihood that the 
expectations of the clients and project 
sponsor will be met. 


23.54 At Revenue Canada, there is no 
independent quality assurance function 
but quality control is addressed 
throughout. We are concerned that without 
a quality assurance function, the 
Department may not have the means to 
systematically assess and deal with the 
lessons learned from quality control. 


23.55 At Industry Canada, no 
mechanism exists to ensure that the 
integration of the service with the content 
meets the expectations of clients, except 
for the feedback that the Department 
obtains from clients who choose to use 
electronic mail. We feel that this is 
inadequate for a web site that is intended 
to be the single window for businesses to 
obtain strategic information and to 
transact with the government. An 
independent quality assurance function 
could help to ensure that the Department 
achieved the full synergistic effect of 


having its technology people working with 
its business information experts. 


23.56 At Human Resources 
Development Canada, management has 
taken concrete steps to establish an 
independent quality assurance function. A 
director has been appointed to co-ordinate 
all quality control activities and to 
examine the Department’s development 
processes to outline deficiencies related to 
the Enhanced Framework. This quality 
assurance function is in its early stages 
and it is too early to predict how effective 
it will be in the future. Because Human 
Resources Development has been given 
the mandate to be the single window for 
all Canadians into all government job 
search activities, management believes 
that a fully supported quality assurance 
function is necessary to provide all the 
Department’s partners and clients with the 
assurance that their expectations of a 
high-quality product will be fully met. 


Conclusion and 
Recommendations 


23.57 Comparison of in-house and 
contract projects. In three years, we have 
reviewed eleven projects, including four 
in-house ones. (For a report card on the 
previous eight projects audited, see 
Exhibit 23.3.) Although it was not our 
intention to prepare a detailed comparison 
of in-house and contract projects, we have 
seen similarities and differences in risk 
profiles that allow us to draw general 
conclusions. Overall, we conclude that in 
both in-house and contract projects, 
practices would need to be improved to 
provide the assurance that projects will 
meet their clients’ needs on time and on 


budget. 


23.58 In contrast to the contract 
projects examined in the past, the three 
in-house projects we reviewed this year 
were better aligned with the business 
objectives of the departments, partly 
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Exhibit 23.3 


Report Card on Projects Reported in October 1995 and November 1996 


Systems Reviewed 


Departmental Actions 


Implications 


Income Security Program 
Redesign (ISPR) at Human 
Resources Development 
Canada (HRDC) 


Transport Canada’s 
Integrated Departmental 
Financial and Materiel 
Management System 
(IDFS) 


Common. Departmental 
Financial System (CDFS) 
at Public Works and 
Government Services 
Canada (PWGSC) 


Public Service 
Compensation System at 
PWGSC 


Canadian Forces Supply 
System Upgrade (CFSSU) 
at the Department of 
National Defence 


In 1995, we reported that the ISPR project needed continuing 
corrective action by senior management. 


In 1996, the Treasury Board approved HRDC’s submission for: 


¢ aschedule adjustment and an increase of approximately 
$80,000,000 to its budget; and 


¢ some changes to the contracted deliveries. 


The Treasury Board withheld half of the budget increase pending the 
results of an independent risk analysis of the project. As a result of 
the risk analysis, management created a special team and gave it the 
authority to make all the decisions necessary to implement those 
functions that it believes will deliver the greatest benefits before the 
year 2000. After December 1997, any further development will be 
managed in-house. 


The IDFS was fully implemented in April 1996 at Transport Canada, 
on time and on budget. 


A cluster group of users of IDFS and Oracle Financials has been 
formed. It includes Transport Canada, the National Film Board, 
Environment Canada, Fisheries and Oceans, and NavCan, a 
non-government entity. 


Since we reported in November 1996, CDFS has been implemented 
throughout PWGSC. In addition, Correctional Service Canada, 
Statistics Canada, and several small agencies and clients are using 
CDFS. CDFS software and infrastructure are also used as part of the 
new project CFMRS (Central Financial Management Reporting 
System) that will replace the government’s central accounting system. 


As reported in October 1995, the Public Service Compensation System 
at PWGSC was terminated. 


CFSSU represented a high risk of being late, of going over budget and 
of not meeting Department of National Defence requirements when 
we reported on it in November 1996. Since then, an intensive effort by 
National Defence management and the contractor has mitigated the 
risks by reducing the amount of custom programming needed. 
National Defence selected an off-the-shelf application rather than a 
custom-built one. National Defence also rescoped to simplify the 
systems architecture and to make better use of departmental resources. 


All future work will be done 
using “chewable chunks” and 
detailed requirement 
specifications for reasonable 
time horizons, as recommended 
in our previous audits. 


To better meet changing needs, 
including full compliance with 
Year 2000 requirements, an 
upgrade to a more recent release 
of the Oracle Financials 
package upon which IDFS is 
based, first scheduled for April 
1997, is now due for April 1998. 


PWGSC reports that the reuse of 
this software represents a 
possible cost reduction to the 
CFMRS project. 


There is a risk that the project 
may slip three to six months 
beyond the target date of 
September 1999, but project 
management still expects to 
meet project objectives and the 
overall budget of $295 million. 
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Exhibit 23.3 (cont'd) 


Systems Reviewed 


Departmental Actions 


Implications 


Tactical Command, Control 


| and Communications 

| System (TCCCS) being 
| developed by National 
| Defence 


| Transport Canada’s 
| Canadian Automated Air 


Traffic System 


| Real Property Services 


At an overall cost of $2 billion, TCCCS represents the largest major 
capital project in systems development in the government today and 
its results are critical to the future effectiveness of our land forces. 
To overcome a six- to nine-month delay in some key segments of the 
project and operational commitments of the army, the final 
installation and training plans had to be modified significantly. 
Mitigation strategies for the numerous remaining risks are being 
devised and continuously updated. Despite the added pressure of 
slipping milestones, communications on the project are still open and 
candid and staff morale is high. 


The Canadian Automated Air Traffic System we reported on in 1996 
was transferred to NavCan in November 1996 and, consequently, is 
no longer a major software development or major capital project of 
the government. 


In our November 1996 Report, we considered the Real Property 


TCCCS is projected to be 
delivered on time, by the end 
of 2000, and within its overall 
budget. 


We are encouraged by 


(RPS) set of projects at Services development projects to be high-risk. The Assistant Deputy management’s prompt and 
PWGSC Minister has since taken a personal hand in re-examining the business decisive attention to these 
cases for the projects, organizing a coherent overall plan, setting matters and consider it to be 
priorities on deliverables, encouraging an open sharing of information taking appropriate steps to 
among the project staff, revising the corporate information mitigate the numerous risks that 
technology strategy, and acquiring experienced managers to manage the RPS projects face in their 
the seven projects left as a result of rescoping. In partnership with the efforts to implement 
Government Telecommunications and Information Services branch of state-of-the-art technology 
PWGSC, management of Real Property Services is implementing the within a rapidly changing 
Treasury Board Enhanced Framework for managing systems business environment. 
development projects. 
because senior management was more the three in-house projects reviewed this 
closely involved in the planning and the year. 
execution of each project. In all cases, ’ 
: pe) 23.60 Furthermore, two of the in-house 
special care was taken to break down the ’ sisvin: : 
. projects carry a high risk of serious 
project into more manageable components : 
problems in the future because of poor 
and to produce usable results quickly. 
planning methodology. In the area of task 
There was also better use of in-house THe ; 

: : definition and tracking methodology, all 
experience in business and systems and merit ae Eee ire 
better overall communication because : cee is ee eke 4 banat ee i is 
project reporting was complemented with a tae i a ia an 7 St 
Tfocinalecouiianicationell ashonace Ie ee e rane relative to setting 
projects also have the advantage of not ye ae ee aaa Maat nt > 
being distracted by contract management. pan 

23.61 Areas for improvement. In this 
23.59 We are concerned, however, that year’s audit, we looked at all aspects of 
the level of discipline we found in project management; however, for 
contract projects, relative to standards, reporting purposes, we have identified 
documentation and the management of three areas where the best practices of 
change requests, is present in only one of project management are not universally 
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followed and where corrective action is 
needed to reduce the risks of in-house 
projects: 


e project planning; 
e project tracking and oversight; and 


e quality assurance, as an independent 
function. 


23.62 Other critical factors. Although 
we focussed our attention this year on the 
above-noted three key factors in project 
management, the successful development 
and implementation of systems requires a 
combination of other critical factors that 
we have been describing over the years: 


e senior management involvement; 


e sufficient “maturity” or capability for 
organizations to carry out major 
information technology projects; 


* priorities properly set up and 
communicated with respect to time, cost 
and requirements; 


e accurate, timely and effective 
performance measurement; 


e effective user involvement and 
commitment to the success of the project; 


* experience and expertise of the staff 
dedicated to the project; and 


e the separation of large projects into 
smaller, more manageable components, 
each of which provides an improved 
capability to the organization. 


23.63 To help reduce the risks of 
overly complex systems under 
development, departments should take 
the following actions, whether their 
projects are undertaken in-house or 
contracted out to other parties: 


e Clients should be properly 
identified and involved throughout the 
project, from the planning stage to the 
final implementation. 


¢ Detailed project plans should be 
prepared to permit proper project 
tracking and oversight. 
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e Business cases should be developed 
in accordance with the Treasury Board 
Secretariat’s guide, Creating and Using 
a Business Case for IT Projects (1996). 


e Project charters should be used to 
clearly establish all the parameters for 
managing the work and the resources 


needed for all projects and subprojects. Best practices in 


project management 
are well documented 


e An independent quality assurance 
function should be established for all 


projects. 
« Subjective assessments of progress _ by the industry, in the 
should be supplemented with objective qui dance from the 


measures such as time tracking. 
Treasury Board 


Secretariat and in our 
reviews of systems 
under development. 


23.64 Weare suggesting the 
above-noted actions to departments 
knowing very well that, besides these 
recommendations, final success in the 
development of systems in government is 
a matter of adhering to a whole set of best 
practices in project management. These 
best practices are well documented by the 
industry, in the guidance from the 
Treasury Board Secretariat and in our 
reviews of systems under development in 
government. 


Treasury Board Secretariat’s response: 
The findings of the Auditor General are 
consistent with the results of the project 
reviews conducted by the Treasury Board 
Secretariat in early 1995 and with the 
subsequent improvement directions 
documented in the Enhanced Management 
Framework of May 1996. 


The suggestions and recommendations of 
the Auditor General are consistent with 
the views of the Treasury Board 
Secretariat, particularly as they apply to 
the first principle of the Enhanced 
Management Framework — information 
technology (IT) projects are aligned with, 
and support, business directions and 
priorities. The importance of ensuring that 
the initial planning phase of a project ts 
effectively performed has continually been 
shown to be critical for the ultimate 
success of the project. 


Additional best practice solutions and a 
revised training and development 
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program, to be made available in the new 
year by the Chief Information Officer 
Branch of the Treasury Board Secretariat, 
will further assist and support 
departments in improving their IT project 
management capacity. 


The continuing support of the Auditor 
General’s Office, both formally and 
informally, in this critical aspect of the 
government's work is most appreciated. 


Revenue Canada’s response: The issues 
have been presented fairly and factually. 
Accordingly, no additional detailed 
response was provided. 


Human Resources Development 
Canada’s response: The Department 
agrees with the recommendations 
presented in paragraph 23.63 and has 
initiated the following actions: 


1. Business unit partners will be involved 
in project planning, development and 
implementation. 


2. Project plans will be developed in 
sufficient detail to ensure proper 
tracking and management review. 


3. Business cases will conform to the 
Treasury Board Secretariat’s guide on 
Creating and Using a Business Case 
for IT Projects (1996). 


4. Project charters will be developed for 
all existing and new projects. 


5. Quality assurance has been 
implemented as a separate unit within 
Self-Service Systems and also within 
Systems Support and Implementation 
Services. 


6. Time tracking will be implemented to 
the degree sufficient to provide an 
objective measure of progress. 


Industry Canada’s response: In the fall of 
1994, Industry Canada undertook the 
formidable challenge of making the 
information highway better available to 
Canadian businesses through Strategis, by 


deciding to take advantage of the Internet, 
which, at the time, was still an emerging 
phenomenon. This unprecedented effort, 
which is still being carried out, required 
the dedicated commitment of all levels of 
management, with a focus on results. The 
Department started “small” and 
knowingly confronted the risks of rapidly 
changing technology to develop new 
relationships with its business clients. 
Today, almost three years later, this 
initiative has been extraordinarily 
successful by any measure and it has been 
widely commended. 


Indeed, the Auditor General’s comments in 
this report must be read in relation to a 
project that, in terms of the results 
achieved, has seen remarkable success in 
regard to clients’ acceptance and use, 

with over one million visits to the site and 
some 10 million documents downloaded. 


Calculated risks, new team-oriented ways 
of working, rapid prototype development, 
much faster cycle times, competitive 
internal business case resourcing 
mechanisms and a less ponderous 
management structure were all 
intentionally used, in order to be at the 
forefront of the new, fast-moving Internet 
medium. Quite simply, traditional IT 
project management methodologies would 
have been impediments to the timeliness of 
the required transformation. 


Today, given the burgeoning success of 
Strategis, the Department is having to 
consider strategies for dealing with 
growth and increasing client demands that 
largely surpass initial expectations. 
Accordingly, we will be implementing 
steps to provide more stringent quality 
assurance and business planning, and 
involving our clients even more closely, 
but in such a manner as to not 
bureaucratize the current innovative, 
dynamic and responsive processes that are 
working well and providing “real-time” 
feedback. 
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% About the Audit 


Audit objective 


The objective of this audit was to conduct risk assessments of three in-house development initiatives relative 
to best practices in project management. 


Criteria 


Our audit criteria were derived from best practices described in our 1993 Symposium on Best Practices, from 
industry best practices, as well as from Treasury Board policies and guidelines. More specifically, we 
expected that: 


e system development efforts done in-house would apply high-quality project management practices; 


e when compared with contract projects, in-house system development projects would use similar 
commonly accepted best management practices; and 


e government projects managed in-house would rely on frequent consultations with, communications to, 
and involvement of potential users. 


Scope 

In this year’s audit, we examined the three in-house systems under development that, at the time of the audit, 
were the most significant in government by their size and also served Canadians directly: 

e the Standardized Accounting and Corporate Tax Redesign project at Revenue Canada; 

e Self-Serve Systems at Human Resources Development Canada; and 
e the Strategis project at Industry Canada. 

As part of our audit, we also reviewed the status of eight other projects that we had examined in previous 
years: 

e the Income Security Program Redesign at Human Resources Development Canada; 

e Transport Canada’s Integrated Departmental Financial and Materiel Management System; 

e the Common Departmental Financial System at Public Works and Government Services Canada; 

e the Public Service Compensation System, also at Public Works and Government Services Canada; 

e the Canadian Forces Supply System Upgrade at the Department of National Defence; 

e the Tactical Command, Control and Communications System also being developed by National Defence; 
e Transport Canada’s Canadian Automated Air Traffic System; and 


e the Real Property Services set of projects at Public Works and Government Services Canada. 
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Approach 


Our audit approach was the same as ae ol in | previous years i in Ae eis der dovclopiicut In 
examining the implementation of in-house systems und ; development, we again conducted a risk assessment 
of the management of individual projects to determine whi or facilitates their steers completion 
and, as a ore to ga. Ge lessons ¢ can be  Jearned and shared ee other aece 
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Chapter 24 


Agriculture and Agri-Food Canada - 
Prairie Farm Rehabilitation 
Administration 


The audit work reported in this chapter was conducted in accordance with the legislative 
mandate, policies and practices of the Office of the Auditor General. These policies and 
practices embrace the standards recommended by the Public Sector Accounting and — 
Auditing Board (PSAAB) of the Canadian Institute of Chartered Accountants. The 
numbered paragraphs in bold face represent recommendations. 
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Agriculture and Agri-Food Canada - 
Prairie Farm Rehabilitation 
Administration 


Assistant Auditor General: Don Young 
Responsible Auditor: Neil Maxwell 


Main Points 


24.1 Over the last six decades, the Prairie Farm Rehabilitation Administration, a Branch of Agriculture and 
Agri-Food Canada, has adapted its role to the changing demands for reclaiming land, developing water supplies 
and addressing sustainable development of the rural Prairie landscape. Its familiarity with local conditions, such as 
the risks of flooding in Manitoba, and its network of offices across Western Canada have enabled it to collaborate 
with provinces, producers and community-based businesses. 


24.2 Although the Branch has adapted to the changing needs of the Prairies, it needs to clarify its strategic 
direction and priorities, linking its Business Plan, its operational planning and decision making and its financial 
planning to the results it expects to achieve. 


24.3 Consistent with the Department’s transition toward results-based management, the Branch has begun 
developing a results-oriented, targeted approach to planning and delivering its programs and the rural 
development agreements in which it participates with others. However, efforts to develop mechanisms to define, 
categorize, cost and prioritize regional needs within the scope of its mandate need to be accelerated. 


24.4 Co-operative working relationships with an extensive network of partners across the Prairies have served 
the organization well. At the same time, there is an opportunity for the Branch to play a catalytic role of 
leadership with other levels of government to eliminate gaps in program delivery related to water quality, 
inventory and supply. 


24.5 Approximately 698 full-time-equivalent staff deliver Prairie Farm Rehabilitation Administration 
programs from 30 offices, at a cost of approximately $70 million per year. While the Branch has acted on a 
number of opportunities for cost reduction and cost avoidance, it continues to operate the programs and to plan 
future activities without reassessing the need for existing resource levels. 


24.6 Cost recovery has been implemented for approximately $10 million of its services, but there is an 
opportunity to expand these cost recovery initiatives. There is inconsistency in what is presently recovered. We 
are concerned that the public cost of certain activities may be disproportionate to the public good received. 
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Introduction 


24.7 Agriculture and Agri-Food 
Canada is organized into eight branches. 
For reporting to Parliament, departmental 
programs are divided into six activities: 


¢ Agricultural Research and 
Development; 


e Policy and Farm Economic 
Programs; 


e Market and Industry Services; 


¢ Rural Prairie Rehabilitation, 
Sustainability and Development; 


¢ Corporate Management and 
Services; and 


e Canadian Grain Commission. 


24.8 The Rural Prairie Rehabilitation, 
Sustainability and Development activity is 
delivered through one of the branches, the 
Prairie Farm Rehabilitation 
Administration. This departmental activity 
accounts for gross planned expenditures of 
$ 74.9 million including an estimated 
$10.4 million in revenues, for net 
expenditures of $64.5 million in 1997-98. 
These expenditures represent 5.2 percent 
of the Department’s total budget. 


24.9 The Prairie Farm Rehabilitation 
Administration was established in 1935 to 
administer the Prairie Farm 
Rehabilitation Act. The scope of the Act is 
to secure the rehabilitation of drought and 
soil drifting areas in the Provinces of 
Manitoba, Saskatchewan and Alberta by 
the development and promotion of 
systems of farm practice, tree culture, 
water supply, land utilization and land 
settlement that will afford greater 
economic security. The Prairie Farm 
Rehabilitation Administration became a 
Branch of the Department of Agriculture 
in the 1950s. In 1969, it was transferred to 
the Department of Regional Economic 
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Expansion and was returned to the 
Department of Agriculture in 1983. 


24.10 As shown in Exhibit 24.1, the 
Prairie Farm Rehabilitation 
Administration provides a variety of 
programs and services designed to 
promote resource care and rural growth. 
Its Business Plan defines “resource care” 
as “using Prairie land and water resources 
in a manner which can be sustained 
indefinitely” and “rural growth” as 
developing “a robust, growing and 
diversified economy within the rural 
agricultural areas of the Prairies.” The 
Department has also used the Branch to 
deliver a wide variety of programs ranging 
from those that dovetail directly with the 
original mandate of the Branch to those 
that are of a significant departmental and 
government-wide priority. The 
Department sees the Branch as a key 
contributor to the Department and its 
broader policy agenda. At the time of our 
audit, the Department was in the process 
of ensuring that all its activities were 
aligned to support the achievement of its 
business lines. The Branch is seen as an 
important contributor to two of these 
business lines: 


e Innovating for a Sustainable Future; 
and 


e Strong Foundations for the Sector 
and Rural Communities. 


Focus of the audit 


24.11 The objective of the audit was to 
assess management practices with a view 
to determining whether specific areas 
require significant improvement. The 
focus of the audit was the Prairie Farm 
Rehabilitation Administration and the 
co-ordination of its programs and 
activities with those of other organizations 
in the Department. For additional details, 
see the section entitled About the Audit 
at the end of the chapter. 
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Exhibit 24.1 
Prairie Farm Rehabilitation Administration 
Operating Environment 
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and 
Regional Offices 


Program Administration 


j ce 
Technical Assistan 


cren 


Infrastructure Delivery 


Mission Statement: 
Working with Prairie people to build a viable agricultural industry and to support a sound rural economy, 


healthy environment and a high quality of life upon which agriculture depends. 
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Observations and 
Recommendations 


Strategic Direction, Objectives 
and Priorities 


24.12 Only 5 percent (about 46 million 
hectares) of Canada’s vast terrain is suited 
to crop production, of which 85 percent 
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a quality of life upon which agriculture 
depends”. The primary objective of the 
Prairie Farm Rehabilitation Act is to 
rehabilitate the drought and soil-drifting 
areas in the Prairie provinces, and to 
develop and promote systems of farm 
practice that will afford greater economic 
security. Over the past 10 years, the 
organization has also administered and 


delivered to farm and non-farm clients an The Branch is pr oud of 


(about 39 million hectares) is in the increasingly wide array of programs and its culture of 
Prairie provinces. According to a services outside its traditional activities. ‘ : 
departmental report entitled “The health : : responsiveness in 
Of our soils towards castammaie 24.14 Local delivery, responsiveness to helpina individual 
; ; a ee client needs, and adapting its role to elping individuals, 
agriculture in Canada”, soil degradation is : ae 
the most serious threat to the agriculture een sei Nat organizations and 
industry in the long term. For example, characteristics of the operations of the rommlnities 
recent studies have shown that 5 percent Prairie Ere Rehabilitation ; 
of cultivated Prairie farmland is at high to Administration: fe familiarity oa local 
severe inherent risk of water erosion, and BOM See PALE Se flooding te 
20 percent of the cultivated land continues Manitoba, and its network of offices 
to be at risk of moderate to severe wind pant Western Canada have enabled it to 
erteione collaborate with provinces, producers and 
community-based businesses. Although 
24.13 The Branch is proud of its culture _ Part III of the Estimates makes no 
of responsiveness in helping individuals, reference to it, Client Services is an 
organizations and communities (see activity that the Prairie Farm 
Exhibit 24.2). This commitment is Rehabilitation Administration considers 
reflected in its stated mission of “working significant to its operations. This is an 
with Prairie people to build a viable advisory/consultative service that has 
agricultural industry and to support a many aspects, ranging from providing 
sound rural economy” (for example, technical assistance in the form of analysis 
providing technical irrigation expertise), and project advice to facilitating 
“healthy environment” (such as for town partnerships with other levels of 
water supplies and sewage treatment) “and government, agencies, groups or 
The Prairie Farm Rehabilitation Administration’s culture of responsiveness is evidenced by its role Exhibit 24.2 
during the 1997 flooding of the Red River Valley of Manitoba. Responding to the Risks 
To assist in the flood preparations, the Prairie Farm Rehabilitation Administration: of Flooding 
led the departmental emergency response team; 
@ assembled data from various sources on, for example, locations of farmstead and livestock 
operations, and translated the data into its Geographic Information System (GIS). This 
information was made available to the Armed Forces, Royal Canadian Mounted Police, and the 
Canadian Coast Guard for their respective evacuation and monitoring activities; 
© prepared an inventory of available pumps within the Prairies for the Emergency Management 
Operations and assisted with the installation of a 23 km overland water pipeline to provide a 
supply of potable water; 
@ relocated 19 survey crews to help calculate a suitable height for temporary dikes and provided 
administrative staff to assist with evacuation preparations; and 
ee made available two community pastures for livestock evacuation. 
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departments. It also extends to helping 
clients access financial assistance through 
existing “sunset” programs and 
The 1997-98 Prairie agreements delivered by the Branch, and 
ees other federal and provincial programs that 
Farm Rehabilitation might be useful eel eine to the 
Administration Prairie Farm Rehabilitation 
: . Administration, the Client Services 
Business Plan Is activity expends between 5 and 10 percent 


deficient in many key of regional budgets. 


areas. 24.15 This culture of responsiveness is 
now being tested by pressures on the 
Branch to provide additional services, 
including work in such diverse areas as 
rural economic development and 
ecotourism. Many of these activities have 
extended beyond the Branch’s 1935 
legislative mandate to manage Prairie soil 
erosion and water development, and to 
develop and promote systems of farm 
practice that will afford greater economic 
security. 


24.16 The organization’s domain has 
also been realigned geographically. In 
1989, it expanded beyond the original 
three Prairie provinces to undertake 
activities in parts of northern British 
Columbia, where conditions are similar to 
areas in northern Alberta. It has gone on 
to reallocate resources for additional 
regional offices in northern Alberta and 
northern Saskatchewan. During the same 
period, the financial resources, number of 
staff and technical expertise available to 
service this diverse demand have been 
reduced. Throughout this time of 
expanding activities along with 
geographic extension, shrinking resources 
and decentralization, the needs and 
demands for land and water management 
have continued. 


Need to define strategies for dealing 
with soil and water rehabilitation 


24.17 Given this period of transition, 
we expected to find a detailed Business 
Plan describing new strategies, priorities, 
objectives, working relationships with 
other government agencies, and resource 
adjustments. 


24.18 We found that the 1997-98 
Prairie Farm Rehabilitation 
Administration Business Plan is deficient 
in many key areas. It does not define a 
clear strategic direction for current and 
emerging land and water issues that 
impede rehabilitation of the agricultural 
Prairie landscape. It does not identify 
what is to be achieved in which locations, 
and over what period of time. Nor does 
the Plan indicate how funds and resources 
will be allocated to achieve the strategic 
objectives in view of increasing and 
divergent demands. 


24.19 As shown in Exhibit 24.3, 
approximately $40.1 million of the 
Branch’s $74.9 million budget for 
1997-98 is directed to resource care. The 
remaining $34.8 million (46.5 percent of 
the budget) is focussed on rural growth. 
Approximately 200 of the Branch’s 698 
staff are allocated to work in this area and 
are facing a reduction of more than 

$20 million in agreement funding. Yet the 
Business Plan makes no mention of how 
this reduction will affect rural growth 
program delivery or human resource 
allocation. 


24.20 The Department acknowledges 
that the Business Plan has shortcomings, 
but sees it as an important first step in 
order that the Branch may articulate 
clearly its strategic direction in the near 
future. We note, as well, that the Branch 
recognized the need for a new planning 
framework at the time the government’s 
revised Expenditure Management System 
was announced in 1995, and began a 
regional work planning process and a new 
Branch business planning process. 
Unfortunately, these annual plans prepared 
by the Branch’s regional and district 
offices are also limited by the absence of a 
clear strategic direction. The Prairie Farm 
Rehabilitation Administration is a highly 
decentralized service organization that 
develops 5 regional plans and 22 unique 
district work plans each year, in response 
to general guidance from headquarters and 
to specific local issues. Our review of 
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these plans identified a wide range of 
interpretations of the Branch’s strategic 
direction. 


24.21 We were unable to find a 
definitive or consistent statement of what 
rehabilitating the Prairies means today or 
will mean in the future. Branch 
representatives were unable to clearly 
define what or who is to be included in, or 
excluded from, rehabilitation and what 
these terms mean in the context of the 
Prairie Farm Rehabilitation Act. This 
broad interpretation of direction and 
terminology is reflected in the wide 
regional variations in allocation of 
resources, setting of priorities, and 
procedures for project monitoring and 
inspection. 


24.22 = The lack of a shared 
understanding of terminology and 
strategic direction has the potential to 
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impede the pace and consistency of 
rehabilitation across the Prairie landscape. 
Without reference to a management 
strategy to guide and target activities, it is 
difficult to see how the Prairie Farm 
Rehabilitation Administration can act with 
cohesion, either internally or with its 
partners. Such a management strategy 
needs to be formulated in concert with 
other federal-provincial agencies and 
agri-food stakeholders, with the Branch 
acting as a leader and catalyst. 


24.23. The need for co-ordination with 
other levels of government has become 
increasingly evident from the nature and 
magnitude of emerging agricultural and 
environmental issues facing the Prairie 
provinces. One gap in program delivery 
identified by both the Prairie Farm 
Rehabilitation Administration and 
provincial officials was in monitoring the 
quality, quantity and location of surface 


Exhibit 24.3 


Prairie Farm Rehabilitation Administration Budget Allocation 


~ Resource Care Rural Growth 

E : eae a 

Year Budget Human Budget Human Total Total 
Allocation Resource Allocation Resource ($000) (full-time 
($000) Allocation ($000) Allocation equivalents) 

1997-98 
Core Funding 40,100 13,500 53,600 
Agreement Funding — 21,300 21,300 

| Total : L 40,100 498 | 34,800 : 200 74,900 698 
1998-99 
Core Funding 40,300 12,500 52,800 
Agreement Funding — 30,600 30,600 
Total 40,300 495 43,100 198 83,400 693 
1999-00 
Core Funding 40,200 12,700 52,900 
Agreement Funding —- — <= 
Total 40,200 495 12,700 | 198 52,900 693 
2000-01 
Core Funding 40,200 12,700 52,900 
Agreement Funding — = ae 
Total 40,200 495 12,700 198 52,900 693 
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water and groundwater. This information 
is important as a basis for future decisions 
on economic development and 
environmental sustainability. It also 
highlights important health issues. For 


One gap in program example, in the early 1990s a 
: : federal-provincial assessment of water 
delivery was In quality in one province found that 258 of 


monitoring the quality, 528 communities surveyed were having 
water quality problems. Most of them 


quantity and location could not meet health-related objectives, 


of surface water and or lacked minimum water treatment. 
Some simply did not test their drinking 
groundwater. water at all. Water quality issues are 


beyond the sole responsibility of the 
Branch, and hence addressing them 
requires co-ordination of federal, 
provincial and municipal efforts. 


24.24 The first task in setting strategic 
policy direction and objectives for the 
future is to clarify the broad statement of 
intent in the Prairie Farm Rehabilitation 
Act, namely, rehabilitation of the drought 
and soil drifting areas in the provinces of 
Manitoba, Saskatchewan and Alberta by 
the development and promotion of 
systems of farm practice, tree culture, 
water supply, land utilization and land 
settlement that will afford greater 
economic security. This statement needs 
to be transformed into clear, consistent 
and measurable objectives to provide a 
basis for program design, management 
and accountability. 


24.25 The Prairie Farm 
Rehabilitation Administration should 
define and prioritize current and 
emerging land and water management 
issues on the Prairies, identify the 
associated resources required and, in 
concert with the provinces, other 
federal agencies and industry, develop 
strategic objectives with measurable 
outcomes. The strategic direction should 
be outlined in its Business Plan and put 
into operation in each of the regions. 


Department’s response: The Department 
appreciates the Auditor General’s 


recognition of PFRA’s continuing ability 
to adapt to changing circumstances. 


Although the Branch has proven its ability 
to identify and respond to emerging 
priorities, it recognizes that the current 
pace of change across the agriculture and 
agri-food sector, coupled with declining 
departmental resources, necessitates a 
more strategic, results-oriented approach 
to the planning and delivery of its 
activities. To this end, and as part of the 
Department’s transition toward 
results-based management, PFRA is 
actively participating in the development 
of the Department’s Performance 
Reporting and Accountability Structure 
(PRAS). The PRAS will clearly articulate, 
in measurable terms, the outcomes that 
the Department is working to achieve on 
behalf of Canadians. Ultimately, it will 
drive specific planning and resource 
allocation within the Department, using a 
business line approach to management — 
ensuring that departmental resources are 
targeted toward the achievement of 
results. 


As part of this broader departmental 
effort, PFRA is working to more clearly 
define its strategic and operational 
objectives as well as resource 
requirements for key result areas where it 
has sole or shared accountability with 
others. PFRA will continue this work in 
keeping with its history of co-operating 
with partners and stakeholders to make 
sure its services are complementary to 
those provided by others. Sustainable 
development will continue to be a 
cornerstone of PFRA’s efforts on the 
Prairies. This will be reflected in future 
Business Plans. 


Aligning Programming and 
Resource Allocation with 
Priorities 

Requirement for results-oriented 
programming based on greatest need 


24.26 The Prairie Farm Rehabilitation 
Administration needs to make better use 
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of existing strategic information to 
implement and develop programs. 
Reorganization of the Branch during the 
fall of 1992 resulted in the formation of a 
Geographic Information Services Unit that 
concentrates solely on the development of 
geographic information systems (GIS). 
Considerable information was added to 
the geographic information systems during 
the delivery of the Western Grain 
Transition Payments Program, which was 
completed in the spring of 1997. GIS is a 
technological tool that collects and 
presents information and more accurately 
positions and maps high-risk areas. The 
Branch is using GIS as an analytical tool 
but, as Exhibit 24.4 illustrates, the Branch 
has not yet used this information to assess 
and target areas of highest risk. 


24.27 Strategic information was also 
used to develop the Permanent Cover 
Program. This program was initially a 
Western Canada component of the 
National Soils Conservation Program 
($24 million) and continued under the 
Farm Support and Adjustment Measures 
Program ($50 million). Both components 
provided assistance to producers to 
address specific soil degradation problems 
in each province. 
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24.28 After consulting with producers, 
Branch officials made a strategic decision 
to target marginal lands, based on 
degradation potential using soil class and 
municipal land assessments. Marginal 
lands were defined as those at high risk of 
wind or water erosion, those with high 
salinity, and those with acidic or problem 
“solonetzic” soils. Soil classes 4, 5 and 6, 
as defined by the Canada Land Inventory, 
were used as a practical approximation of 
these soils. These lands would provide a 
much lower yield of cereal crops unless 
inputs (fertilizers, etc.) were significantly 
increased, and would provide only a 
marginal rate of return to the producer. 
Land use and soil conditions were 
evaluated and classified, and maps of 
high-risk and problem soil areas were 
prepared for each Prairie province. The 
maps were used to estimate the amount of 
marginal land at 5.8 million hectares, or 
approximately 15 percent of the total 
cultivated area in the Prairie provinces 
(39 million hectares). Options to address 
the problem areas were then explored and 
producers were consulted further. The 
resulting program provided a payment to 
producers to convert eligible land to 
perennial forage or tree cover. 


Exhibit 24.4 


In 1902, the Department of the Interior established the Shelterbelt Centre. As the Centre’s name 
implies, its original purpose was to produce and distribute trees to provide shelter from the wind, 

_thus reducing soil erosion and improving snow management. Between 5 million and 7 million tree 
seedlings are distributed annually to approximately 10,000 recipients (farmers, ranchers, First 
Nations, towns, villages and cities, owners of small rural holdings, and charitable organizations), 
mainly in Manitoba and Saskatchewan, at an annual cost of approximately $3 million. Between 
1,500 and 2,000 km of field shelterbelts are planted each year. The Prairie Farm Rehabilitation 
Administration has the tools to monitor the Prairie landscape by remote sensing (satellite 
photography) in conjunction with its own geographic information systems (GIS). Such information 
is able to reveal areas of highest risk to soil. _ 


Although the Branch has the information/intelligence to determine areas of highest risk to soil, 
available tools are not being used to identify locations requiring different amounts of soil damage 
prevention by tree shelterbelts, to rank priority planting areas, and to assess total needs for tree 
seedlings to reduce field soil erosion and improve snow management in the Prairie landscape. For 
example, numerous reports received by the Prairie Farm Rehabilitation Administration indicate 
that the drought of the 1980s has reduced the life span of existing shelterbelts. We were unable to 
identify a Branch strategy to address the impact of these major droughts on shelterbelts, nor is 
there a clear statement of what it expects to be accomplished over specific time frames. 


Shelterbelt Centre, Indian 
Head, Saskatchewan 
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24.29 The Permanent Cover Program 
removed roughly 0.52 million hectares of 
marginal land from annual crop 
production, at a cost of $74 million. It was 
considered a success, based on the results 
of a client survey and interviews of 
provincial agencies. However, as 
displayed in Exhibit 24.5, many of the 
Permanent Cover Program agreements 
with farmers fall outside the concentration 
of marginal land identified during the 
program design stage. 


24.30 Although strategic information 
was used to guide the design of the 
Permanent Cover Program, this 
identification of areas of high risk and 
problem soils was not used to guide 
program implementation. Recognizing 
that smaller parcels of marginal land can 
exist within individual farmers’ cultivated 
lands and yet fall outside the large tracts 
of marginal land identified on the 
Prairie-wide landscape map, the Branch 
made the program available across the 
Prairies. As a result, the program as 
implemented was not targeted to specific 
concentrations of class 4, 5, and 6 land. 
Each land parcel application was 
evaluated using a variety of tools, 
including municipal assessment 
information, aerial photography and 
on-site inspections. 


24.31 Regions and districts were not 
given specific goals for the amount of 
land that was to be removed from 
production in each geographic area or the 
relative importance to be given to, for 
example, class 6 land (severe cultivation 
risk) and class 4 land (moderate 
cultivation limitations). The percentage of 
cultivated marginal land most at risk of 
soil erosion (classifications 5 and 6) that 
was successfully removed from 
production is not known. The actual 
average production per acre removed was 
18.29 bushels in Manitoba, 11.31 bushels 
in Saskatchewan, 18.41 bushels in 
Alberta, and 27.4 bushels in the Peace 
River District of British Columbia. We 
were told that the uptake for the program 
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in the Prairies depended on the amount 
and location of cropped marginal land, the 
initiative of district staff, and knowledge 
of this new program among land owners. 
The lack of specific targets or incentives 
in those areas where there was a 
concentration of marginal land provides a 
partial explanation for the uneven 
distribution of program sites among 
districts, shown in Exhibit 24.5. 


Many of the Permanent 
Cover Program 
agreements with 
farmers fall outside the 
concentration of 
marginal land 
identified during the 
program design stage. 


Consistency required in project 
identification, evaluation and selection 


24.32 As budgets continue to decline, 
the need becomes much greater for a 
systematic decision-making process in 
order to be fair and to obtain greatest 
value for money. Lower-priority projects 
may have to be stopped and resources 
redirected. Current government restraint 
comes at a time when the objectives of the 
Prairie Farm Rehabilitation 
Administration are expanding to take into 
account economic and social issues as 
well as traditional issues of resource 
sustainability. 


24.33 = There are significant differences 
among regions and districts in program 
services delivered. The demand for such 
services, and the available time of staff, 
depend on the number of programs being 
delivered in the region, the characteristics 
of the region, and producers’ knowledge 
of the programs. Given that the regions 
and districts have comparable resource 
levels, the variability in demand leads to 
the provision of different services. In the 
Rural Water Development Program, for 
example, water supply for domestic use 
can receive financial assistance in the 
south Saskatchewan region, but not the 
southern Alberta region. There are also 
differences in the amount of direct contact 
staff members have with program 
recipients. In the Dawson Creek District 
of British Columbia, staff may visit a 
producer’s farm three times to assess the 
feasibility of a project, assist in preparing 
the application, and inspect the finished 
project. In contrast, for many projects in 
the Brandon District of Manitoba there is 
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Each Prairie Farm 
Rehabilitation 
Administration region 
or district is unique. 


no staff contact with the producer. The 
application is received and approved, and 
funds are disbursed on receipt of evidence 
that the project has been completed. 


24.34 There is also significant 
variability in the processes for prioritizing 
projects at the district office responsibility 
centres and determining the appropriate 
level of funding for a particular project. 
Each of the 22 district offices has its own 
method of choosing which rural water 
development projects will be funded 
within general guidelines. We also found 
that the Prairie Farm Rehabilitation 
Administration has provided technical 
support for a wide variety of water supply 
projects, including wells, regional 
pipelines, water supplies for economic 
development, and uses for waste water. 
Yet we found little guidance on what types 
of activity merited support. While overall 
outcomes are determined by local demand 
and activities, without a systematic 
decision-making process to direct 
resources to maximum benefit and guide 
project selection by district offices, there 
is a risk that federal funds are not being 
put to optimum use. 


24.35 Although it is an organization 
with a highly decentralized 
decision-making system, we found that 
the Prairie Farm Rehabilitation 
Administration has not established 
qualitative and quantitative 
decision-making tools to assist 
responsibility centres in selecting among 
competing projects. They need these tools 
to help them answer the following 
questions: Is it a good investment? What 
resources should be allocated? How 
should success be defined? 


24.36 While it is appropriate that the 
Prairie Farm Rehabilitation 
Administration tailors its programs to 
meet regional differences, it has not yet 
established which activities should be 
given priority under which circumstances, 
or defined an appropriate level of 
resources for optimum program support. 
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As we have already indicated, the 
Branch’s corporate objectives are too 
general to enable it to do so and they do 
not specify what is to be achieved, in 
which locations, and over what periods of 
time. 


Regional resource allocation not linked 
closely to needs 


24.37. We expected that in conjunction 
with defining its objectives in measurable 
terms, the Prairie Farm Rehabilitation 
Administration would optimize and target 
its activities to achieve the objectives 
cost-effectively. 


24.38 Each Prairie Farm Rehabilitation 
Administration region or district is unique. 
Considerable environmental, social and 
economic differences exist among them. 
For example: 


e the potential water supply and 
corresponding development techniques 
vary across regions and districts; 


e the population density varies from 
district to district; 


e the types and number of farms and 
commodities produced vary; 


e the risks of soil erosion, drought, or 
flood vary from district to district; and 


e local priorities vary. 


24.39 In the interlake region of 
Manitoba (Beausejour District), 
groundwater is shallow and readily 
available. As a result, individual wells are 
usually less than 100 feet deep. With the 
end of the Western Grain Transportation 
Subsidy, the Department expects to see an 
increase in forage crops and cattle 
production. There has also been an 
expansion in the number and size of hog 
barns and this trend is expected to 
continue, with the region doubling its hog 
production over a five-year period. These 
increases in livestock production can 
present an increased risk of groundwater 
contamination if proper manure 
management procedures are not followed. 
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24.40 Incontrast, groundwater in west 
central Saskatchewan (Rosetown District) 
is not always available, wells are often 
300 to 400 feet deep, and the quality of 
the groundwater is poorer. Producers must 
often rely on surface water, and many 
have dugouts that are more than 10 years 
old. The quality of surface water is also a 
problem, and in many instances the water 
is not treated to remove bacteria. An 
option, equally unattractive, would be to 
truck the water needed for farm and 
domestic use from some distance away. In 
this region the Branch favours rural 
pipelines, as they provide a more 
dependable and better alternative. The 
population of the district is approximately 
45,000. 


24.41 The Red Deer District in central 
Alberta represents our final look at 
different characteristics. The population of 
this district, not including Calgary, is over 
300,000, more than 15,000 of whom are 
farmers. Unlike most other parts of the 
Prairies, this district has seen an increase 
in the number of farms in the past 15 
years. Surface and groundwater normally 
are readily available to the western two 
thirds of the district. With good 
transportation and water source, this area 
has a number of intensive livestock 
operations and cattle grazing areas whose 
runoff impacts on surface water quality. 
Nearby urban water treatment plants often 
have difficulty dealing with high 
contaminant loads. The land use 
objectives of urban and rural inhabitants 
are often in conflict. 


24.42 We found that in spite of these 
differences, the Rural Water Development 
Program budget is divided evenly among 
the five regional offices rather than 
reflecting each region’s individual 
requirements. 


24.43 = The Prairie Farm Rehabilitation 
Administration uses a similar approach to 
resourcing each of its offices. All have 
comparable, if not identical, staff 
structures and do not reflect district and 
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regional differences. While discussing this 
across-the-board approach with Branch 
management, we were told that competing 
economic, environmental and rural 
development objectives tend to neutralize 
local differences. 


24.44 The Prairie Farm 
Rehabilitation Administration should 
identify the areas of the Prairie 
landscape at greatest risk and most in 
need. It should develop a strategic 
implementation plan identifying how 
these needs will be prioritized and acted 
upon, and what results are to be 
achieved. 


Department’s response: PFRA uses a 
variety of analytical tools in order to 
assess risks and identify needs related to 
land and water capability on the Prairies. 
Information gathered through the use of 
such tools enables PFRA to evaluate the 
extent to which potential projects 
identified by stakeholders and clients can 
be expected to contribute to rural 
sustainability on the Prairies with an 
appropriate benefit to Canada. 
Geographic Information Systems is one 
such analytical tool, which, as the Auditor 
General recognizes, has only been at 
PFRA‘s disposal for a relatively short 
period of time. As GIS data become 
available on a Prairie-wide and/or 
regional basis, its cost-effective use as one 
of several available inputs to the Branch’s 
strategic and action planning process will 
be enhanced. 


In keeping with the strategic direction, 
methods of assigning priority to projects 
and regions will be developed along with 


fon In spite of these 
the appropriate performance criteria. 


differences, the Rural 
Water Development 
Program budget is 
divided evenly. 


Sunset programs impact on the delivery 
of core programs 


24.45 Over the past 20 years, the Prairie 
Farm Rehabilitation Administration has 
been called upon increasingly by the 
Department to deliver a wide variety of 
fixed-term or “‘sunset” programs. Many of 
these are cost-shared with the provinces, 
and have included livestock and crop 
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One of the key 
Strategic questions 
that the Branch and 
the Department need 
to address is how to 
strike the appropriate 
balance between core 
and sunset programs. 


drought assistance, Green Plan 
agreements, rural economic development 
agreements, and the Western Grain 
Transition Payment Program, among 
others. The role of the Prairie Farm 
Rehabilitation Administration in planning 
and implementing these programs has 
ranged from leadership to facilitation. 


24.46 While some of these sunset 
programs may complement and enhance 
the Branch’s core programs, others are not 
directly related to these traditional 
activities. 


24.47 We were advised by Prairie Farm 
Rehabilitation Administration officials 
that the trend to programs with fixed 
terms is expected to continue. The human 
resources to deliver these additional 
programs have often been drawn from the 
existing staff pool of the Prairie Farm 
Rehabilitation Administration. Many 
Branch managers informed us that even 
where funds have been provided, the 
transfer of experienced and professional 
staff to non-core programs may have 
affected the delivery of core programs. 


24.48 This expanded program workload 
has affected, to varying degrees, the 
district offices’ ability to deliver core 
programs. For example, at most of the 
seven district offices we visited, soil 
conservationists had been diverted from 
regular activities to manage the Permanent 
Cover Program during its delivery period. 
Similarly, district water management 
experts had been reallocated to administer 
federal-provincial water development 
programs or waste treatment projects in 
Saskatchewan and Manitoba. 


24.49 The demands of sunset and 
special programs have also highlighted a 
mismatch between the locations of the 22 
district offices and the areas of greatest 
demand. Saskatchewan districts have had 
to administer a greater number of 
programs, including the Partnership 
Agreement on Rural Development, the 
Partnership Agreement on Water-Based 
Economic Development, the Permanent 


Cover Program and Green Plan projects. 
They also provide administrative services 
for the community pastures. Alberta 
districts, however, have had to administer 
only the Permanent Cover Program and 
Green Plan projects. Districts in 
Saskatchewan and Alberta have identical 
levels of resources, even though the 
delivery burden is greater in 
Saskatchewan. 


24.50 Weare not suggesting, by these 
comments, that it is inappropriate for the 
Branch to be used to deliver sunset 
programs that are not directly related to its 
core activities. In some cases, its 
familiarity with local conditions and its 
network of field offices across Western 
Canada make it an attractive alternative to 
creating a new delivery mechanism to 
implement sunset programs. 


24.51 However, one of the key strategic 
questions that the Branch and the 
Department need to address is how to 
strike the appropriate balance between 
core and sunset programs. They also need 
to consider the related question of whether 
the Branch can continue to divert 
substantial resources away from core 
programs for lengthy periods of time 
without compromising the effectiveness of 
these core programs. 


24.52 In making decisions to task the 
Branch with delivery of future sunset 
programs, the Department should 
analyze and consider the potential 
impact on the Branch’s core programs 
and whether existing Branch funding 
and staff resources are sufficient to 
deliver both effectively. 


Department’s response: The Department 
and PFRA share a good deal of pride in 
PFRA’s proven track record as an 
organization that has successfully 
delivered sunset and other programs to 
Western Canadians effectively and 
efficiently. This track record was recently 
reinforced by the Auditor General’s 
positive assessment of PFRA’s delivery of 
the Western Grain Transition Payments 
Program. PFRA’s decentralized 
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organization and land- and water-based 
implementation capabilities give it a 
unique capacity for client-direct delivery. 
For these reasons, the Department has 
turned to PFRA as the organization best 
positioned to address a number of key 
departmental priorities. 


It should be noted that PFRA’s mandate 
extends beyond the PFRA Act to include 
the delivery of other departmental 
programs, providing flexibility in 
determining how PFRA can best help the 
Department address key priority areas 
while meeting its obligations under the 
Act. 


The Department affirms the importance 
and continued relevance of PFRA’s core 
mandate. New demands for PFRA services 
will be assessed in light of all relevant 
factors. 


Need for a consistent approach to 
inspection and monitoring 


24.53 The Prairie Farm Rehabilitation 
Administration works with or through 
many partners and clients. Its objectives 
may not always be the same as those of 
the people it is working with. Hence, it 
needs mechanisms to ensure that the 
results of specific activities are those that 
were intended. 


24.54 We expected that the Prairie 
Farm Rehabilitation Administration would 
have risk-based quality control and cost 
control procedures in place to ensure that 
projects are implemented as specified in 
the program design. 


24.55 We found that the Branch’s 
approach to monitoring and inspection is 
inconsistent. For example, in the districts 
we visited we found that the soil 
conservationists spend time every year 
monitoring the land taken out of 
cultivation by the Permanent Cover 
Program. In contrast, only some districts 
inspect individual Rural Water 
Development Program projects upon 
completion. In many cases, we could find 
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no evidence of a site visit after a water 
well was drilled, or that a project’s 
long-term effectiveness had been 
evaluated. Similarly, it was unclear how 
the planting and performance of 
shelterbelt trees are being monitored 
under the shelterbelt program. 


24.56 The Prairie Farm 
Rehabilitation Administration should 
implement a consistent, cost-effective 
and risk-based program of monitoring 
and inspection. 


Department’s response: The Branch has 
monitoring and inspection systems in 
place for the majority of the programs it 
operates. In the case of the Rural Water 
Development Program, projects 
accounting for over 75 percent of the 
program expenditures are inspected. The 
Department is of the opinion that the cost 
of conducting inspections for small 
individual projects could exceed the value 
of Canada’s contribution. PFRA will 
improve on the methods of reporting 
inspection activity and develop guidelines 
for this purpose. 


Opportunities to Improve Cost 
Effectiveness and Cost Recovery 


Opportunities for cost savings exist 


24.57 Programs and services that are 
delivered by Branch staff across the 
Prairies are complemented by an 
extensive network of partnership 
agreements with federal, provincial and 
municipal agencies. The composition of 


the staff is presented in Exhibit 24.6. Prairie Farm 


Rehabilitation 
Administration has 
made progress over 
the last 10 years in 
reducing costs. 


24.58 Of the 698 full-time-equivalent 
staff, approximately 260 are located at the 
regional and district offices. Another 265 
manage 915 thousand hectares of 
community pastures, a tree nursery and 
two research and demonstration centres. 


24.59 As shown by examples in 
Exhibit 24.7, the Prairie Farm 
Rehabilitation Administration has made 
progress over the last 10 years in reducing 
costs in a number of areas. 
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in one district, we 
found at least 40 
different federal, 
provincial, regional, 
municipal, and 
industry groups and 
associations all 
working in the area of 
economic 
development. 


Exhibit 24.6 


Composition of Staff 


Technical and Support 
189 : 


Development 


Community Pastures 


24.60 Each of these reductions focussed 
on a particular aspect of the Prairie Farm 
Rehabilitation Administration, or was 
carried out to comply with 
Department-wide cuts in spending at a 
particular time. 


24.61 There has also been some 
progress in other areas of cost avoidance. 
Most significant is the emphasis placed on 
collocation, with some Prairie Farm 
Rehabilitation Administration district 
offices and one regional office sharing 
accommodation and support services with 
other branches of the Department, or with 
provincial counterparts. In 1995, the 
Prairie Farm Rehabilitation 
Administration reduced its vehicle fleet as 
part of a Department-wide initiative. Over 
the past five years, it has reduced its 
number of vehicles by a total of 37 to 
approximately 400, or by 9 percent. 
However, in the same period of time its 
staff has decreased by 17 percent. The 
ratio of vehicles to staff has not been 
reduced. This is partially explained by the 
fact that many of the staff reductions in 
the past five years were in administrative 
positions, which never required the use of 
a vehicle; and technical staff were 
relocated from headquarters to the district 
offices, where they did need a vehicle. 


Management 
66 


\ Administration 
141 


Rural 


5 
Soil Specialists 
33 


Water Specialists 


158 53 


Shelterbelt Centre 


Source: Prairie Farm Rehabilitation Administration 
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24.62 We expected that as part of 
implementing its new vision and mission 
statements, the Prairie Farm 
Rehabilitation Administration would have 
developed a strategy to realign its 
resources geographically, providing 
greater operational flexibility to respond 
to shifting needs. An appropriate 
realignment strategy would entail office 
expansion/closure/downsizing in line with 
changing demands and resource 
availability. We found that no strategy of 
this nature has been developed and 
resources have not been redeployed. Their 
current distribution is shown in 

Exhibit 24.8. 


24.63 Achallenge for the Branch is to 
promote effective leadership and to be 
proactive in fields where there are many 
existing and potential partners. We 
observed that provincial governments in 
the Prairies are also active in the fields of 
rural development and water and soil 
conservation and development. In one 
district we visited, we found at least 40 
different federal, provincial, regional, 
municipal, and industry groups and 
associations all working in the area of 
economic development. The need to 
co-ordinate program delivery will 
intensify between 1997-98 and 
1999-2000 as existing sunset programs 
expire, reducing the Prairie Farm 
Rehabilitation Administration’s budget 
from $74.9 million to $52.9 million (see 
Exhibit 24.3). 


24.64 Much of the Branch’s ability to 
be proactive depends on its ability to 
collect and analyze information on very 
diverse subjects, from conservation 
farming to endangered species. At the 
same time, other public sector and private 
sector groups are performing similar 
functions. There is an opportunity to 
reduce costs by sharing with other 
organizations not only information 
gathered but also analysis performed. 


24.65 To ensure that gaps are avoided 
and overlap and duplication minimized, 
agreement needs to exist on not only the 
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nature and level of the program being 
delivered by each party but also the 
responsibilities of each party. This 
includes managing issues such as the 
gathering, maintenance and analysis of 
data. We found that the Branch and the 
provinces tend to independently gather, 
maintain, organize and analyze 
information/intelligence for use in 
developing policies and programs. 


24.66 The Prairie Farm Rehabilitation 
Administration has a memorandum of 
understanding with the provinces on 
several areas of responsibility (for 
example, water development). It has also 
begun to work with one province to 
develop and negotiate a memorandum of 
understanding outlining their respective 
responsibilities for program delivery. The 
various aspects of program development 
and monitoring are currently being 
developed. 


24.67 An opportunity for the Prairie 
Farm Rehabilitation Administration to 
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meet the challenge of its mandate with 

reduced resources is to “lever” its 

resources with the aid of partners. Its 

broad, ecologically based mandate to 

address “drought and soil-drifting areas” 

leaves it uniquely situated to do this kind The Prairie Farm 
of levering. The mandate cuts across four “Ta nat 
provincial boundaries and interacts with Rehabilitation 
the mandates of departments at both the Administration has an 
federal and provincial levels. For . 

example, agriculture is a shared opportunity to bea 
federal-provincial responsibility; and powerful integrating 
water quality and supply are managed b . 
departments and Pcs at both ms : force across the entire 
federal and provincial levels. The Prairie Prairie landscape. 
Farm Rehabilitation Administration has an 

opportunity to be a powerful integrating 

force for management and change across 

the entire Prairie landscape. It can also use 

this opportunity to amplify the effect of its 

diminishing resources. 


24.68 The Branch needs to balance 
external demands with its core program 
mandate, reach agreement with the 
provinces and with other federal agencies 


@ During 1993-94, the Prairie Farm Rehabilitation Administration reduced its geotechnical Exhibit 24.7 
division from 50 people to 12. These positions were eliminated or reassigned and the function — Ey aranies OF Prombee Ih 
that remains is performed by using outside contractors. P Re ‘site Costs 

e As part of Program Review, it cut 8 percent of its staff budget. Most of these cuts were in 
administrative positions, in an attempt to minimize the direct impact on service to clients. The 
method of dealing with the reductions entailed increasing the authority delegated to the regional 
and district offices, thereby decreasing the need for administration in the head office in Regina. 

@ The government’s Work Force Adjustment initiative resulted in a staff reduction of 74 people 
when those employees took advantage of the Early Retirement and Early Departure Initiatives. 

@ Over the past 10 years, shared Fisaaeiiont has been perpen caice at 24 of the 87 community 
pastures. : 

Alberta/B.C. | Saskatchewan t Manitoba Total Exhibit 24.8 

: ma ae 
Distribution of Resources 
Number of District Offices 8 10 4 22 
Staff 89 119 52 260 
Regional Operating Budget 4,675 6,020 2,749 13,444 
($000s) 
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on roles, responsibilities, and results to be 
achieved, and align its resources and 
technical expertise accordingly. 


24.69 The Prairie Farm 
Rehabilitation Administration should 
reassess the geographic distribution and 
cost effectiveness of its current network 
of offices and resources in line with its 
evaluation of strategic issues, needs and 
potential partners. 


Department’s response: With its 
reorganization in 1993, PFRA reallocated 
resources to a wider network of district 
and regional offices to improve 
geographic coverage and client access 
within the area it services. Efforts to 
clarify the Branch’s strategic direction, 
currently under way, will facilitate further 
assessment of resource allocation taking 
into account differences in local needs and 
opportunities across the Prairies region. 


Some costs are being recovered 


24.70 In 1989 the government released 
a policy on the recovery of revenue for 
services provided by the federal 
government. The objectives of this policy 
are: 


e where appropriate, to promote 
fairness by shifting the costs of a 
particular program or activity from 
taxpayers at large to those specific users 
who benefit most directly from them; 


e to promote a more efficient 
allocation of resources by introducing a 
market-type discipline on the demand for 
and the supply of goods and services. 


24.71 Departments were expected to 
review their programs to determine 
whether consideration should be given to 
requiring users to pay “their fair share of 
the costs of services and facilities, and 
appropriate fees for rights or privileges.” 
In areas where fees are appropriate, 
“departments must develop their own 
strategies on what should be charged for, 
how much will be charged, and who will 


9 


pay. 


24.72 Government direction on revenue 
generation encourages departments to 
generate revenue from the products of 
research activities that have market and 
revenue potential — for example, hybrids 
of plant species, farm animals, and 
equipment. 


24.73 The principle of sharing the cost 
of services with those who derive a private 
benefit from them was endorsed in the 
federal Budgets of 1993, 1994 and 1995. 


24.74 We expected the Prairie Farm 
Rehabilitation Administration to have 
clearly defined strategies of cost recovery 
for services, based on user profiles and a 
pricing rationale. In addition, we expected 
that it would have identified opportunities 
to generate revenue. 


24.75 In presentations to the House of 
Commons Standing Committee on 
Agriculture and Agri-Food, the 
Department outlined the basic principles 
of cost recovery that it has been following. 
“Our approach to program redesign is a 
blend of cost reduction, cost avoidance 
and cost recovery....Cost recovery will 
apply to those activities from which 
private benefit is attained....Cost recovery 
will be applied equitably for similar 
activities and commodities of comparable 
risk.” 


24.76 The Land Management Service, 
which accounts for 35 percent of the 
Branch’s operating costs, is a program 
area that has been involved in cost 
recovery since 1939. The 87 community 
pastures operated by the Branch were 
introduced in 1937 to remove marginal 
and unsuitable lands from crop 
production. Cattle producers (patrons) 
drop their animals off at the pasture and 
pick them up at the end of the season. 
Local associations determine the number 
of animals allowed for each patron, giving 
preference to those operators who are just 
starting out, those whose operations are 
financially marginal, and those who lack 
sufficient grazing land of their own. 
Grazing and breeding costs are recovered 
from the pasture patrons, while pasture 
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conservation costs are “paid” by Canadian 
taxpayers. The largest portion of the costs 
of operating the pastures is recovered 
from patrons. During 1996-97, direct 
operating costs for the pastures were 
$14.3 million, of which $12.7 million was 
recovered. This was the only significant 
cost recovery activity by the Branch. 


There are other opportunities to recover 
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the private benefit should be recovered. 
To do this, it needs a sound basis of 
measurement for defining the costs and 
benefits: the Branch needs reliable data on 
which to base its costing decisions. Its 
current financial and program systems are 
not able to provide an appropriate basis 
for determining costs. 


The Branch needs to 
determine what is a 

private benefit rather 
than a public benefit, 


24.80 Cost recovery is more acceptable | and what portion of 


to users when “clients” of the services are 


costs and generate additional revenue ee: the private benefit 
involved in defining the cost components 
51 9a ero Prainie Rar Rehabilitation and determining the proportion of private should be recovered. 
Administration provides a variety of benefit derived. Although the Prairie Farm 
technical assistance and financial services Rehabilitation Administration consults 
to producers, municipalities, and the with stakeholders about the implications 
Prairie provincial governments. Many of of cost increases and service reductions, it 
its programs provide a direct benefit to the needs first to determine the level of 
program recipients. For example, private benefit derived. 
providing technical assistance or funding D4 RiP) oThe Bianchealsohas 
is ae aoe ee ei a eae to opportunities to generate additional 
revenues, such as the sale of surplus 
revenues. While one could argue that the produce from the Saskatchewan Irrigation 
private benefit portion of this assistance Development Centre. As part of its work 
should be recovered, what the farmer pays —_ at the Shelterbelt Centre, it conducts 
is a small portion of the overall cost. research into finding and developing 
24.78 Prairie Farm Rehabilitation *P a é ree anaes mee f 
Administration officials told us that at a condIuOns EXD euuees = ne eee 
time when other parts of the Department ae ed = scleru'e Seek 
and the government were consulting with resented ia ae a ae 
the agriculture sector on cost recovery, ea ence cle eee 
eS ikcenntet tre re euenee nts aegis wee ouels Lave not besa 
pee ee coren tien: exercised, nor have the potential costs and 
: : returns of implementing these procedures 
a general understanding among service became 
recipients that a portion of these costs 
should be recovered. The Prairie Farm 24.82 As it continues to enhance its 
Rehabilitation Administration applied to partnership with the agricultural sector, 
respend the costs it would recover, but this _ the Prairie Farm Rehabilitation 
authority was not provided. In our view, Administration should identify the most 
this is not a sufficient reason to suspend cost-effective way to deliver its services 
cost recovery as a whole. It is also and determine the optimum mix of cost 
recognized that there will be recovery, cost sharing, and revenue 
administrative costs associated with generation. 
recovering these costs. However, no 
analysis of the projected costs and returns  Department’s response: The Department 
has been done. appreciates the Auditor General's 
recognition that progress has been made 
24.79 In areas it identifies for potential in PFRA’s cost recovery efforts 
cost recovery, the Branch needs to (particularly regarding the Community 
determine what is a private benefit rather Pasture Program) and the recognition that 
than a public benefit, and what portion of PFRA consults with stakeholders on the 
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The Branch does not 
have a basis for 
determining how well a 
program has been 
delivered. 


implications of cost increases and service 
reductions. 


PFRA accepts that there may be further 
revenue opportunities that could be 
pursued in consultation with industry. 
However, it should be noted that it is not 
obvious that it would be cost-effective to 
pursue all of those currently identified. 
PFRA will examine the feasibility of 
pursuing various opportunities and will 
continue to make progress on identifying 
the most cost-effective ways to deliver its 
Services. 


Performance Measurement 


Absence of procedures to measure 
results of addressing soil and water 
problems 


24.83 Generally accepted management 
practices stress the importance of 
measuring results. In particular, there is a 
need to measure the initial state and to 
measure again at regular intervals, in 
order to track the extent to which the 
desired change has occurred. The Treasury 
Board Secretariat has identified 
performance measurement and reporting 
as a central requirement of departmental 
Business Plans. 


24.84 Developing indicators that are 
meaningful to end-users is not an easy 
task, as it is critical to develop either a 
reference value or, where that is not 
possible, a desired direction for change. 
As part of the new Department-wide 
Expenditure Management System, 
corporate departmental management has 
initiated the development of a planning, 
reporting and accountability structure 
intended to form the basis for seeking 
spending authority and for measuring 
performance. As part of this effort, the 
Prairie Farm Rehabilitation 
Administration is developing performance 
measurement systems to standardize what 
it measures and reports. 


24.85 In most areas, Branch 
management has not yet developed the 


indicators or measurement procedures 
needed to determine the precise nature 
and magnitude of the soil and water 
problems in the Prairies, or to permit it to 
track the results of its interventions. We 
reviewed program evaluations conducted 
for the Prairie Farm Rehabilitation 
Administration by three different 
consulting firms. The evaluations 
consistently identified the absence of 
qualitative and quantifiable objectives; the 
absence of a performance measurement 
strategy to collect baseline information 
and report on the impacts of project 
funding; and lack of economic analysis to 
support the selection of projects or 
categories of projects. 


24.86 Our interviews with district 
managers and regional directors 
confirmed that the Branch lacks 
performance indicators. It does not have a 
basis for determining how well a program 
has been delivered, nor can it measure the 
program’s impact on the Prairie landscape. 
Decision makers continue to operate these 
programs with no continuing source of 
objective information about how well the 
Branch has delivered its mandate, except 
through comments from program 
recipients — a useful, but limited, form of 
performance measurement. 


24.87 For example, one key problem 
the Prairie Farm Rehabilitation 
Administration is seeking to address is soil 
erosion. The 1997—98 Estimates Part II 
notes that Prairie Farm Rehabilitation 
Administration continues to protect over 
3.5 million hectares of marginal and/or 
crop lands for the continued sustainability 
and productivity of the resource. Statistics 
like these need to be refined into an 
indicator by relating them to some 
measure — for example, comparison with 
the total number of hectares that require 
erosion control. This kind of interpretative 
framework is necessary if data are to 
become useful information for 
policy-making, planning and 
accountability purposes. 


24-24 
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24.88 The Prairie Farm 
Rehabilitation Administration should 
ensure that the performance 
measurement framework it is 
developing identifies performance 
objectives, indicators and results for 
activities ranging from the project level 
to the Prairie-wide context. Its progress 
in achieving desired results should be 
reported to Parliament in the 
Department’s performance reports. 


Department’s response: As noted, the 
Department is currently developing a 
comprehensive Performance Reporting 
and Accountability Structure. PFRA, as a 
Branch of the Department, is participating 
fully in this process. The PRAS was 
submitted to Treasury Board in the fall of 
1997. The PRAS will provide a 
continuously improving basis for 
measuring and reporting on performance. 


Conclusion 


24.89 The Branch’s extension of both 
its locations and its activities has taken 
place over a number of years while the 
organization’s staff has being shrinking 
and decentralizing. In summary, the scope 
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of the Prairie Farm Rehabilitation 

Administration’s role takes in the Peace 

River District of British Columbia and While the Branch has 
most of the Prairie landscape, and has : 
environmental, social and economic adapted to changing 
aspects. While the Branch has adapted to demands, its role is a 
changing demands, its role is a large one 
for what has become a relatively small, large one for what has 


decentralized organization. become a relatively 


24.90 The Prairie Farm Rehabilitation small, decentralized 
Administration’s mandate, objectives and 
accountability framework are not 
sufficiently clear and complete to provide 
a basis for guiding activities; and the 
information needed to demonstrate results, 
including the achievement of program 
objectives, is not readily available. 


organization. 


24.91 We also concluded that this 
Branch could operate more effectively and 
efficiently if the needs for programs were 
better defined so that program activities 
could respond to the greatest needs. In 
addition, further steps need to be taken to 
improve the guiding and directing of 
activities. 


24.92 While the Branch has undertaken 
steps to reduce costs, opportunities exist to 
reduce them further and to generate 
additional revenues. 


Report of the Auditor General of Canada — December 1997 24-25 


Agriculture and Agri-Food Canada — 
Prairie Farm Rehabilitation Administration 


About the Audit 


a 


Scope 


| The focus of our value-for-money audit was the Prairie Farm Rehabilitation Administration and the 

| departmental lines of businesses for which it is accountable. Also included in the audit was the co-ordination 
of its programs and activities with those of other organizations in the Department, other federal departments 
and agencies, the provinces and industry. 


The Western Grain Transition Payment Program was covered by our November 1995 Report and therefore 
was excluded from the scope of our examination. Given the diversity and number of the remaining programs 
delivered by the Branch, we selected for detailed audit those programs that: 

| @ were operating in 1996-97; 


® represent 20 percent of the A-Base budget (3 of 7 programs) plus 20 percent of the funding for sunset 
| programs (3 of 10 sunset programs); 


e are offered in all three Prairie provinces; and 
e are integral to the business objectives of the Branch’s mission statement. 


The Department agreed that findings within the scope of this audit would be representative of the Prairie 
Farm Rehabilitation Administration’s ongoing A-Base and sunset programs. 


Objectives 


| Our objective was to assess the management practices related to rural Prairie sustainability and development 
with a view to determining whether specific areas require significant improvement. In particular, we assessed 
whether: 


| @ the mandate, objectives and accountability framework are clear and complete for guiding activities, and 
the information to demonstrate results, including the achievement of program objectives, is readily 
| available and reported to Parliament; 


® program activities respond to identified needs, and satisfactory and cost-effective processes are in place 
to direct activities, guide project selection and guide contractual arrangements; and 


e opportunities for cost avoidance, reduction or recovery have been adequately examined. 


Criteria 


Audit criteria are contained within the text. 


Audit Team 


Robert Anderson 
Angus Mickle 
Gordon Stock 


For information, please contact Neil Maxwell, the responsible auditor. 
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Chapter 25 


Citizenship and Immigration Canada 
and Immigration and Refugee Board 


The Processing of Refugee Claims 


The audit work reported in this chapter was conducted in accordance with the legislative 
mandate, policies and practices of the Office of the Auditor General. These policies and 
practices embrace the standards recommended by the Public Sector Accounting and 
Auditing Board (PSAAB) of the Canadian Institute of Chartered AEG The 
numbered paragraphs in bold face represent recommendations. 
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SA I DS LR SIE ET DEI IT TTI 
Citizenship and Immigration Canada 


and Immigration and Refugee Board 


The Processing of Refugee Claims 


Assistant Auditor General: Richard Flageole 
Responsible Auditor: Serge Gaudet 


Main Points 


25.1 When it signed the 195] United Nations Convention Relating to the Status of Refugees and the 1967 
Protocol thereto, Canada undertook to protect refugees. The processing of refugee claims functions in a context 
characterized by intense and complex migratory movements. In addition, formal procedures must be followed and 
legal requirements taken into account in order to guarantee compliance with the provisions of the Immigration Act 
and Regulations and the Canadian Charter of Rights and Freedoms. 


25.2 At the end of 1988, the process had developed a backlog of some 85,000 claims. The system was not up 
to the task and a radical change was needed. A new structure and a completely revised process for handling claims 
was put into place in 1989. The expectations were clear: quick, equitable and efficient resolution of claims and the 
removal of failed claimants. 


pak) We note, however, that Citizenship and Immigration Canada and the Immigration and Refugee Board 
have serious difficulties dealing with claims quickly and efficiently. We are particularly concerned by the size of 
the backlog, the lengthy processing times and the difficulty of carrying out removals. We have made 
recommendations aimed at improving results at various stages in the process. 


25.4 Immigration officers rule on the eligibility of a claim without having obtained the required information. 
Moreover, the information gathered when the claim is received does not serve adequately at other stages in the 
process. 


25.5 The high turnover among members of the Immigration and Refugee Board, and their short terms, have a 
significant negative impact on achieving targeted results. Moreover, lack of rigour in certain practices slows down 
the process. The Board has made efforts to improve the process but their success will depend in part on the 
Board’s ability to improve its organizational climate. 


25.6 Citizenship and Immigration Canada is having difficulties resolving failed refugee claims quickly and 
efficiently. The review of risk of return contains ambiguities that raise questions about its merit. We also found a 
lack of rigour in the assessment of humanitarian grounds for allowing failed claimants to remain. Further, the 
Department is having serious difficulties carrying out removals. 


25.7 Refugee-related questions are complex. A thorough review of the refugee claim process is required — 
including the division of roles and responsibilities among the various stakeholders as well as the infrastructure of 
co-ordination and control. However, it is essential that realistic expectations be set for the speed and efficiency of 
claims processing. 
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Introduction 


The protection of refugees — an 
important international commitment 


25.8 In 1969, Canada signed the 195] 
United Nations Convention Relating to the 
Status of Refugees and the 1967 Protocol 
thereto. In so doing, it undertook to protect 
refugees who find themselves outside their 
country and are unable to return to it for 
fear of persecution because of race, 
religion, nationality, membership in a 
particular social group or political opinion. 
Under the Convention, Canada thus 
undertook not to expel or turn back 
refugees at the border if doing so would 
threaten their lives or freedom. 


25.9 Canadian immigration rules, 
including those that apply to refugees, are 
contained in the 1976 Immigration Act and 
its related rules and regulations. The Act 
reiterates Canada’s international 
commitments with respect to the protection 
of refugees, repeats the definition of the 
term “refugee” as set out in the Convention 
and provides rules for the processing of 
claims for refugee status. 


25.10 The Convention governs primarily 
the situation of persons who have fled their 
Own country and are claiming refugee 
status in another country. As part of its 
humanitarian tradition, Canada also selects 
refugees abroad. However, our audit dealt 
only with those claimants seeking 
protection after arriving in Canada. 


Migratory movements are intense and 
complex 


25.11 Internationally, the circumstances 
and origins of persons seeking asylum are 
in a constant state of flux. Ever-increasing 
numbers of people are fleeing ethnic, 
political and religious conflict. In 1995, the 
United Nations High Commissioner for 
Refugees estimated that 14.5 million 
refugees crossed an international border 
and received asylum in another country. 
The examples of this are many and varied: 
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recent crises in the former Yugoslavia, 
Somalia, and Rwanda, to name only a few, 
have resulted in significant movements of 
people. 


25.12 Many other persons are 
attempting to escape problems such as 
overpopulation or a fragile economic 
situation in their home country. 
Communication and transportation 
networks have increased their expectations 
and possibilities. One recent example is 


that of many Chileans who, in the false In 1996, close to 
hope of improving their lot, came to 26.000 persons 
Canada in 1995. i 
. claimed refugee status 
25.13 In addition, there are professional : 
in Canada. 


traffickers and agents whose aim is to have 
their clients arrive and remain in their 
chosen country. The increasing complexity 
of migrations creates challenges for the 
receiving countries, who must grant 
protection to the refugees while 
safeguarding the interests of their own 
nationals and the integrity of their 
immigration programs. 


25.14 Exhibit 25.1 shows the number of 
claims filed in various industrialized 
nations, including Canada, since 1983. 
During that time, major backlogs have 
developed in several countries, such as the 
United Kingdom, the United States and 
Canada. A number of industrialized 
countries are concerned with efficiency and 
effectiveness issues in their processes for 
handling requests for asylum. Some, 
including the United States and the 
Netherlands, have substantially increased 
staff in the hope of reducing backlogs and 
abuses of the system. In 1996, close to 
26,000 persons claimed refugee status in 
Canada. Exhibit 25.2 shows the 10 
principal countries of origin of these 
claimants. 


The Canadian Charter of Rights and 
Freedoms has a major impact on the 
process 


25.15 The Supreme Court of Canada 
decided that the guarantees set out in 
section 7 of the Canadian Charter of 
Rights and Freedoms (namely, that 
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everyone is entitled to life, liberty and 
security) apply not only to Canadian 
citizens, permanent residents or other 
persons legally in Canada but to every 
person within Canada’s borders. Further, 
the Supreme Court decided that any claim 
having a minimum credible basis for 
refugee status must be heard when the 
basis for it is seriously in doubt. 


The process must 


25.16 Under the Charter, additional 
rights are available to everyone who is 


ensure that refugee present in Canada — the right not to be 

claimants are afforded detained without just cause; the right, upon 
‘ : arrest or detention, to be informed 

all the rights provided promptly of the reasons; the right to retain 


and instruct counsel without delay; and the 
right to challenge detention by “habeas 
corpus”. The refugee status determination 
process must ensure that refugee claimants 
are afforded all the rights provided to them 
by the Charter. 


to them by the Charter. 


Claims processing: a shared 
responsibility 


25.17 The Department of Citizenship 
and Immigration (the Department) 
administers the Immigration Act; it 
therefore must manage admissions to 
Canada in a way that safeguards the 


interests of Canadians while fulfilling 
Canada’s international commitments. 
Claimants’ cases are processed mainly at 
the Department’s Canadian offices — at 
border points, inland immigration offices 
and processing centres. Deciding whether 
or not a claimant is really a refugee under 
the Convention is the responsibility of the 
Immigration and Refugee Board (the 
Board). 


25.18 A quasi-judicial process. The 
Immigration Act stipulates that claims are 
to be heard by the Convention Refugee 
Determination Division of the Immigration 
and Refugee Board. This Division is an 
administrative tribunal with inquiry 
powers. The claimant can request leave of 
the Federal Court for a judicial review of 
the Division’s ruling. Formal procedures 
must therefore be followed that take into 
account the legal requirements of the 
refugee status determination process in 
order to guarantee compliance with the 
provisions of the Immigration Act and 
Regulations and the Charter. 


25.19 Exhibit 25.3 provides a summary 

of the principal steps in the refugee claims 

process. When a claim is received, a senior 
immigration officer of the Department 


[LEI LANG 


if ss 


Exhibit 25.1 
Claims (thousands) 

Claims Made in Canada and 160 
in Various Industrialized 
Countries 140 

120 
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———-—_ France 80 [ 


United Kingdom 


Australia 


United States 


05 
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Source : Secretariat of the Intergovernmental Consultations on Asylum, Refugee and 
Migration Policies in Europe, North America and Australia (GC) 
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determines whether the claimant is eligible 
under the Immigration Act for access to the 
refugee determination system. If so, the 
claim is referred to the Board, which 
considers the claim at a hearing and 
determines whether the claimant is a 
Convention refugee. If granted refugee 
status, claimants may apply for permanent 
residence. If their claims are denied, they 
may avoid removal if the Department 
considers that, under the Post-Determina- 
tion Refugee Claimants in Canada Class 
(see paragraph 25.117), they would still be 
at serious risk if they returned to their 
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home country. Claimants may also apply at 
any time for permanent residence on 
humanitarian and compassionate grounds. 
Failed refugee claimants will ultimately 
have to leave Canada although those 
awaiting removal for several years could, 
until 1997, be eligible for permanent 
residence. There is no mechanism to appeal 
the merit of the decisions rendered by the 
Convention Refugee Determination 
Division of the Board. However, the 
various decisions throughout the process 
may be subject to judicial review by the 
Federal Court. 


Exhibit 25.2 


Claims Received in 1996, by Principal 
Country of Origin 
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' Formerly Zaire 


Source: Citizenship and Immigration Canada 
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Exhibit 25.3 


The Processing of Refugee Claims 


cic [] IRB fy 


Claim for refugee 


A senior immigration Check with RCMP re multiple claims | 
status 


| officer determines if and criminal record 
clamiseligible | -----+--------77-7777-7---- F 


ie Not eligible 
Eligible I , 


ROR GRE 


Referred to the 
Refugee Division of 
the IRB 


eS 
Refugee 
Determination 


Decision from 
two-member panel 
with a hearing 


Meeting with a 
hearing officer 


Decision by one 
member without a 
hearing 


Immigration officer 
determines if removal from 
Canada would result in 
significant personal risk 


Risk No risk 


Removal order 
becomes effective 


Yes | Humanitarian and : | 
compassionate grounds a 


Removal cannot be 
carried out 


Y 


Immigration officer determines if 
removal order should be suspended 
due to the long period since the 
removal order was issued! 


1 
1 
1 
' 
1 
1 
1 
| 
! 
' 
1 
i} 
1 
i] 
1 
1 
1 


aos 
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. Verify that health and . feos Y 
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' have been met ia oi pees 
' Remedy effective 4 November 1994 and abolished 1 May 1997 CIC — Citizenship and Immigration Canada 
Source: Office of the Auditor General of Canada IRB — Immigration and Refugee Board 
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25.20 Although the Department and the 
Board are the principal players in the 
decision-making process, other 
stakeholders are involved, such as the 
RCMP, the Canadian Security Intelligence 
Service (CSIS) and the Department of 
Justice. 


25.21 Current practice dictates that from 
the time claimants arrive in Canada, and 
for as long as they remain and their claim 
is making its way through the process, they 
qualify for many of the benefits granted to 
landed immigrants, such as social 
assistance, legal aid, education and health 
care. The provinces, in administering these 
benefits, thus have some influence on 
refugee-related issues. 


25.22 The complexity of the process that 
claims must follow, given the number of 
parties involved, means that the total 
processing costs cannot be measured easily. 
In fact, the Department was unable to 
provide us with a reasonable estimate of 
the overall cost of the process. However, 
the fragmentary data available indicate that 
the cost to the federal government is at 
least $100 million a year. In addition, data 
from Ontario and Quebec — the provinces 
receiving the majority of claimants — 
show that it costs each of them 
approximately $100 million a year just for 
social assistance to claimants. 


The claims processing system has 
undergone major changes since 1989 


25.23 At the end of 1988, the Canadian 
refugee status determination process had 
developed a backlog of some 85,000 
claims. Because of the slow pace of the 
process, a refugee status claim was 
tantamount to a permit to stay in the 
country for at least three years and even to 
settle here permanently. All claimants then 
had access to a complex process of review 
and appeal. 


25.24 Employment and Immigration 
Canada, the department responsible for the 
program at the time, believed that the 
process was not up to the task and that it 


did not include any mechanisms for 
quickly and decisively settling claims that 
clearly lacked merit. A radical change to 
the system was needed. 


25.25 On 1 January 1989, Bill C-55 
amending the Immigration Act came into 
effect, putting into place a new structure 
and a completely revised process for 
handling claims made after that date. The 
process would henceforth fall under the 
joint responsibility of Employment and 
Immigration Canada (the Department of 
Citizenship and Immigration was not 
established until 1994) and a new body — 
the Immigration and Refugee Board, which 
was given the power to rule on the merit of 
claims. A program implemented at the 
Department to clear up the backlog allowed 
for separate handling of the some 85,000 
cases accumulated under the previous 
system. 


25.26 The legislative changes were 
designed to streamline the processing of 
claims, provide protection for individuals 
who were genuinely threatened in their 
country of origin, and discourage those not 
requiring the protection of Canada or 
whose claims were unfounded. The 
expectations were clear — quick, equitable 
and efficient resolution of claims and the 
removal of failed claimants. 


25.27 Shortly after the new process was 
implemented, the concerns it had been 
designed to resolve resurfaced. Our 1990 
audit of the system noted that after just 15 
months, the process was already seriously 
behind schedule. In fact, at 31 March 1990, 
there was a backlog of 23,500 claims or 71 
percent of all claims received. It took an 
average of nine months to process a claim. 
We also noted that 95 percent of claimants 
whose claims had been denied were still in 
the country. Further, we expressed concern 
about some of the operating mechanisms 
used by the Board and the Department. 


25.28 Subsequently, two major bills 
(C—86 in 1993 and C-44 in 1995) and a 
number of regulatory changes gave rise to 
a series of measures designed to improve 
the situation. Specific aspects of these 


The expectations were 


clear — quick, 


equitable and efficient 


resolution of claims 
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We are concerned by 
the size of the backlog, 
the lengthy processing 
times and the difficulty 
of carrying out 
removals. 


A person claiming 
refugee status can 
count on staying in 
Canada for more than 
two and a half years. 


Weaknesses pervade 
the entire process — a 
lack of co-ordination, 
integration, strategic 
direction and overall 
follow-up. 
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changes are discussed in the related 
sections of this chapter. 


Focus of the audit 


25.29 Our audit focussed primarily on 
determining whether the management 
mechanisms used by the Department and 
the Board allow for a quick and equitable 
resolution of refugee status claims and 
foster public confidence in the fairness and 
integrity of the process. Additional 
information on the objective and scope of 
the audit can be found at the end of this 
chapter in the section entitled About the 
Audit . 


Observations and 
Recommendations 


The Federal Government Has 
Serious Problems Handling 
Refugee Claims Quickly and 
Efficiently 


Results have been disappointing and the 
concerns remain 


25.30 We note that the existing system 
has serious difficulty dealing with claims 
quickly and efficiently. Exhibit 25.4 
provides statistical data on volumes, 
processing times and decisions in the past 
four years. Exhibit 25.5 shows the status of 
persons who have made claims between 
February 1993 and March 1997. 


25.31 Weare especially concerned by 
the size of the backlog, the lengthy 
processing times at the Board and at the 
Department, and the limitations on control 
and enforcement activities — primarily the 
difficulty of carrying out removals. These 
concerns are essentially the same as were 
meant to be addressed almost 10 years ago 
with the introduction of the current system. 


25.32 The size of the backlog is 
particularly disturbing. Exhibit 25.6 shows 
that numbers of claims awaiting processing 
at the Board have almost doubled since 


June 1994, even though the number of 
claims referred has remained fairly 
constant. At 31 March 1997, the Board’s 
inventory of cases not yet finalized had 
risen to close to 29,000. In addition, there 
were approximately 8,500 cases at the 
Department awaiting its review of the risk 
to the claimants should they be removed 
from Canada. 


25.33 With respect to processing times, 
we noted that in 1996-97, the average 
interval between the filing of a claim and 
the Board’s decision was 13 months. 
Although data on processing times at each 
stage in the process are not available at the 
Department, we estimate that the interval 
between the Board’s decision and the 
Department’s reassessment based on the 
risk of return was almost 7 months, with 
another 10 months before the removal. 
Judicial review by the Federal Court 
accounts for part of these delays. A person 
claiming refugee status can therefore count 
on staying in Canada for more than two 
and a half years. 


25.34 The issue of removals also 
warrants particular attention. Of the 
approximately 31,200 claimants who were 
denied refugee status between 1993 and 
1997 or were not otherwise accepted in 
Canada, 22 percent have confirmed their 
departure from Canada. We estimate that 
those who have not left have been in 
Canada for two and a half years, on 
average. 


25.35 Several factors contribute to the 
problems of the current system. We noted 
problems of efficiency and operational 
effectiveness and a lack of rigour at various 
stages in the process, which have had a 
serious impact on the system’s ability to 
meet expectations. However, we also noted 
weaknesses that pervade the entire process 
— a lack of co-ordination, integration, 
strategic direction and overall follow-up. 


25.36 Departmental officials at ports of 
entry, immigration centres and various 
processing units all examine a claimant’s 
case at some point. In the midst of this 
process, the Board assesses the merit of the 
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claim. Further, some cases require the 
involvement of the Federal Court, the 
Department of Justice, the RCMP or CSIS. 
While all this is taking place, no one in the 
federal government monitors the overall 
progress of claims. 


25.37 During the course of our audit, we 
had to consult many stakeholders and 
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decision makers to be able to identify 
priorities and strategies in refugee-related 
issues. These consultations gave us a 
picture of specific activities in the process 
but not of the way they are linked. Nor did 
we perceive any collective effort to make 
the decision-making process quicker and 
more efficient. The lack of global 


Exhibit 25.4 


Statistical Data 


Statistics on volumes 


— j99304 | 1994.95 1995-96 | 1996-97 
Claims received by CIC 19,456 23,118 26,917 23,999 
Claims finalized at the IRB 31 886 21 700 17 811 23,255 
Backlogs at the IRB ! 17,528 19,523 28,588 28,893 
Risk-of-return review backlogs (CIC) ! n/a 16,814 10,214 8,527 
Number of removals confirmed to CIC 2 4,611 2,698 1,547 2,465 
Statistics on processing times 
| 1993-94 =| 1994-95 1995-96 1996-97 
t : ie 
Average processing time 
at the IRB (months) 7.0 8.7 10.6 12.8 
Age of pending 
cases at the IRB 
0-1 year 14,311 16,120 21,893 18,783 
1-2 years 2,655 2,635 S)p2 8,547 
2 years and up 562 768 (IDs 1,563 
Average processing time (months) between 
the IRB decision and the risk-of-return 
review decision at CIC 2 14 11 10 7 
Statistics on decisions 
x 1993-94 1994-95 1995-96 1996-97 
z 
% of claims deemed eligible by CIC 2 DS) 993 99.5 99.4 
% of favourable IRB decisions 48 62 54 4] 
% of withdrawals and 
abandonments at the IRB 20 18 23 29 
1 
% of positive risk-of-return review (CIC) <—_—_— 16 —————» 6 4 


| At the end of the period 
2 Calendar years: 1993 to 1996 


Source: Immigration and Refugee Board and Citizenship and Immigration Canada 
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knowledge and management of 
refugee-related issues limits the possibility 
of processing claims quickly and 
efficiently. 


25.38 Given this situation, we had to 
delve into various information systems in 
the Department’s and the Board’s head 
offices and regional directorates and offices 
for the data we needed to piece together an 
overall picture of refugee-related activities, 
to measure processing times and pending 
cases and to attempt to quantify total costs. 
The Department’s information systems 
could not compile the information needed 
to account for the resources used in 
processing refugee claims. We also noted 
that the availability and quality of 
information on claims gradually begin to 
deteriorate once failed claimants begin the 
long and complex series of activities 
related to additional reviews and to 
removals. We found that the Department’s 
information systems contained a significant 
number of unresolved cases. 


No one in the federal 
government monitors 
the overall progress of 
claims. 


Exhibit 25.5 


Claimants’ Status 


Status of the 95,500 persons 


2.5% not 


Receiving Claims 


Determining eligibility: an essential 
control but ineffective 


25.39 Determining the eligibility of a 
refugee claim is very important, since it 
controls access to the refugee 
determination system and access to 
Canada. 


25.40 The Jmmigration Act sets out the 
circumstances that make a refugee claim 
ineligible, meaning that it cannot be 
referred to the Convention Refugee 
Determination Division of the Immigration 
and Refugee Board for a hearing. The aim 
of the Act is to quickly exclude from the 
process those persons who do not deserve 
or need Canada’s protection. These include 
dangerous criminals, persons who have 
already been granted refugee status in 
another country, terrorists and war 
criminals, and those who have been denied 
refugee status in Canada within the 
previous 90 days. It is noteworthy that 


42% 

accepted as refugees 
by the Board 
(40,200) 


who made claims between 
February 1993 and March 1997 


Source : Primarily from the Field Operations 
Support System (FOSS) of CIC 
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finalized- 
eligibility 
(2,500) 


0.5% 
not eligible 
(400) 


22% not 
finalized at 
the Board 
(21,200) 


33% not accepted 
as refugees by 
the Board 
(31,200) 


Details of subsequent 
progress shown in 
Exhibit 25.13 
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determination of eligibility is not designed 
to assess the merit of a refugee claim. 


25.41 Of the nearly 26,000 refugee 
claims made in Canada in 1996, 60 percent 
were made at border points and the 
remainder at immigration offices inland. It 
should be noted that the Ontario and 
Quebec regions received 88 percent of all 
claims. Exhibit 25.7 provides a breakdown 
of claims received; we note that claims 
from the 10 major offices and border points 
in Canada account for 89 percent of all 
claims. 


25.42 When an individual claims 
refugee status, senior immigration officers 
question the individual, often with the aid 
of an interpreter, and ask him or her to 
complete a personal identification 
document; they then examine all available 
relevant documentation, such as passports, 
identification or travel documents. The 
officers also take fingerprints and a 
photograph of the claimant. The 
fingerprints are forwarded by mail to the 
Royal Canadian Mounted Police (RCMP) 
to check whether there is another claim on 
file with the same fingerprints and whether 
the claimant has a criminal record in 
Canada. In the vast majority of cases — 
over 99 percent since 1993 — the claim is 
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judged eligible. The immigration officers 
then complete the administrative 
procedures, provide the person with the 
necessary documentation for filing a claim 
with the Board, and allow the person to 
enter Canada. 


25.43 We noted that in most cases, 
immigration officers rule on the eligibility 
of a claim without first obtaining the 
information required to make an informed 
decision. In fact, the evaluation of 
eligibility criteria is based essentially on 
the claimant’s statement. Immigration 
officers render their decisions well before 
receiving the results of the RCMP checks 
for duplicate claims and a criminal record 
in Canada. 


25.44 In order to determine the 
eligibility of a claim, the claimant’s 
background in Canada and abroad need to 
be known. This requires at the outset a 
minimum of information on the claimant. 
Our audit revealed that over the past 
several years, close to 60 percent of 
claimants have presented themselves to 
Canadian officials without a passport, 
personal identification or travel documents. 


25.45 It is understandable that someone 
fleeing persecution may arrive destitute, 
lacking even personal documents. 


4-94 
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Quarter and Year 
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Immigration officers 
rule on eligibility 
without obtaining the 
information required. 


Over the past several 
years, close to 60 
percent of claimants 
have presented 
themselves to 
Canadian officials 
without a passport, 
personal identification 
or travel documents. 


Exhibit 25.6 


Comparison between the 
Number of Claims 
Referred and Those 
Pending, per Quarter 


Claims referred 


——— Pending claims 


Source : Immigration 
and Refugee Board 
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However, it is reasonable to expect that 
they would have travel documents, because 
the Immigration Act requires airlines to 
ensure that their passengers are properly 
documented. We believe the Department 
needs to make additional efforts to 
determine claimants’ origins. 


25.46 In our view, then, the Department 
does not examine claims with sufficient 
rigour to establish whether eligibility 
criteria are met. This allows people access 
to the refugee determination process and to 
Canada without it being known whether 
their claims warrant an in-depth review. 


25.47 Citizenship and Immigration 
Canada should review the mechanisms 
used in the application of the eligibility 
criteria set out in the Immigration Act. 


Department’s response: The eligibility 
criteria are intended to prevent exceptional 
cases from proceeding to the full process of 
refugee determination. In all cases, where 
there is information that a claimant does 
not meet the eligibility criteria, the person 
is found to be ineligible and the claim is 
not referred to the Immigration and 
Refugee Board. Once fingerprint results 
are received, the legislation allows for the 
eligibility decision to be revised where 
necessary. 


Recently, the Department has increased 
efforts to determine the routing and identity 
of passengers arriving without documents 
by increasing the frequency of document 
inspections at the point of disembarkation 
from aircraft. 


More complete, more relevant 
information needs to be gathered during 
the initial contact with the claimant 


25.48 Good quality of information on a 
claimant’s identity and on the particular 
circumstances of the claim — such as the 
country of origin, the reasons for the claim, 
and the last point of embarkation — is 
essential to informed decision-making at 
all steps in processing the claim. One 
would therefore expect sufficient 
co-ordination and integration among the 
steps in the process to provide for optimum 
sharing of the necessary information. 


25.49 In June 1995, the Department and 
the Board agreed that the information 
collected by immigration officers upon 
receipt of a claim would systematically be 
sent to the Board. This information is 
useful because it can help Board members 
later to verify the claimant’s identity and 
credibility. Implementing this agreement 
yielded good results until the Department 
began changing its practices at ports of 


Exhibit 25.7 Montreal (Quebec) Inland office 4,310 
Main Locations in Canada Where Mirabel (Quebec) Airport 3,681 
Claims Were Made in 1996 9 
Toronto — Pearson (Ontario) Airport 3,367 
Lacolle — Blackpool (Quebec) Border point 2,845 
Etobicoke (Ontario) Inland office 2,736 
Fort Erie (Ontario) Border point 2,036 
Vancouver Metro (B.C.) Inland office 1,206 
Vancouver (B.C.) Airport 1,060 
Dorval (Quebec) Airport 783 
Niagara Falls — Rainbow (Ontario) Border point 53 
Total 22,777 
Canada 25,697 
Source : Field Operations Support 
System (FOSS) of CIC Percentage 89% 
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entry in the fall of 1996. Under these 
changes, claimants at some ports of entry 
are virtually never questioned about the 
circumstances of their claims and are asked 
only to fill out the information forms. The 
information thus gathered when the claim 
is received is not as useful as it could be. 


25.50 Despite serious objections raised 
about the relevance and the probitive value 
of the information thus gathered, Board 
members and refugee claim officers clearly 
indicated to us that the notes taken at ports 
of entry enhance the quality of the Board’s 
decision. In a situation where 60 percent of 
the claimants have no identification papers 
or travel documents, the Board member 
must be able to rely on the maximum 
information possible to help verify the 
claimant’s identity and credibility. 


25.51 Citizenship and Immigration 
Canada and the Immigration and 
Refugee Board should co-operate to 
establish a common strategy for 
ensuring that all information relevant to 
the processing of refugee status claims is 
collected in a timely fashion. 


Department’s response: Agree. The 
Immigration and Refugee Board and the 
Department have agreed to analyze the 
needs of the tribunal for information from 
the ports of entry and review the practices 
at ports of entry. 


Board’s response: Agreed. The Board 
views as essential the gathering of 
information relevant to the processing of 
refugee status claims and confirms its 
commitment to increased co-ordination 
with the Department to this end. The recent 
Administrative Framework Agreement 
concluded between the Board and the 
Department has already laid the 
groundwork for significant progress in this 
field. Co-ordination efforts are continuing 
in order to achieve greater efficiency in the 
process and improved quality in the 
decisions rendered. 
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Provision to process claims in the first 
country of asylum has never been 
applied 


25.52 The majority of persons claiming 
refugee status at ports of entry in Canada 
arrive from a country other than the one 
where they may be subject to persecution. 
In the first five months of 1997, for 
instance, more than half the claims at ports 
of entry were made by individuals arriving 
from the United States. 


25.53 When the process was completely 
restructured in 1989, Parliament included a 


Changes made to the 


particularly important provision designed immig ration Act allow 
to safeguard our system against an influx Canada to enter into 
of claimants who did not require Canada’s agreements with 


protection. Under the “safe third country” 
provision, the Department and the Board 
could deny access to the refugee status 
determination process by claimants 
arriving from countries known to respect 
human rights. The claimant had the right to 
appeal the decision, but would have to wait 
outside Canada. At the time, the 
Department projected that approximately 
40 percent of claimants would be sent to a 
“safe third country” after an initial quick 
hearing. That provision has never been 
applied. 


certain countries to 
share responsibility 
for examining refugee 
claims. 


25.54 Changes made to the Immigration 
Act in 1993 allow Canada to also enter into 
agreements with certain countries who are 
signatories to the Convention to share 
responsibility for examining refugee 
claims. In principle, such agreements 
would mean that claimants would request 
the protection of the first country in which 
they found asylum, rather than simply 
entering that country on their way to their 
preferred country. The Department 
indicated that such agreements would 
foster better compliance with the rules 
governing the refugee determination 
process by discouraging “asylum 
shoppers”. 


25.55 In February 1995, Canada and the 
United States entered into negotiations to 
decide who would take responsibility for 
persons entering one country and claiming 
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The Board's average 
processing time went 
from seven months in 
1993-94 to nearly 13 
months in 1996-97. 
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refugee status in the other. However, the 
agreement has not yet been finalized. 


25.56 Citizenship and Immigration 
Canada should intensify its efforts to 
ensure an increased level of international 
co-operation with respect to 
responsibility for the review of refugee 
claims. 


Department’s response: Agree. The 
conclusion of broad framework agreements 
on responsibility sharing for refugee claims 
remains an important element of Canadian 
asylum policy. This is particularly 
important for Canada in a regional context 
given the significant numbers of claimants 
who arrive via the United States. This 
policy objective is reflected in the Border 
Accord between Canada and the United 
States announced in February 1995. 
Discussions with the United States 
continue in pursuit of active co-operation 
on this issue. 


Determination of Refugee Status 
at the Board 


25.57 The Immigration and Refugee 
Board is an organization that has been 
given a difficult mission, requiring that it 
make sensitive decisions within a complex 
operating environment. The Board’s 
mission is, on behalf of Canadians, “to 
make decisions on immigration and 
refugee matters reasonably, efficiently, 
fairly, and in accordance with the law”. 
The mandate of the Convention Refugee 
Determination Division is primarily to 
determine whether a claimant meets the 
definition of refugee under the Convention. 
Against this background, the need for 
protection takes on a narrow meaning — 
specifically, the one set out in the 
Convention. 


25.58 Refugee status is determined 
through a hearing into the claimant’s 
circumstances to determine whether there 
is a serious likelihood that he will be 
persecuted if he returns to his home 
country. The role of a Board member 


differs procedurally from that of a judge in 
a court. The Board is a specialized tribunal 
invested with inquiry powers and using a 
non-adversarial procedure. The primary 
objective of such a procedure is to elicit all 
the relevant information needed to arrive at 
an informed decision. The hearing is 
generally held before a panel of two Board 
members, a refugee claim officer who is a 
Board employee, and the claimant, 
normally represented by counsel. Where 
necessary, the Board provides the services 
of an interpreter. The granting of refugee 
status requires the approval of one of the 
two Board members. 


25.59 The heavy workload generates 
pressure to improve performance. At the 
same time, the non-adversarial hearing 
takes place in a context where the very 
nature of the claim poses major challenges 
of availability and quality of information 
on the circumstances of the claim. While in 
theory the burden of proof is on the 
claimant, Canada has decided to give 
claimants the benefit of the doubt, thereby 
following the recommendation of the 
United Nations High Commissioner for 
Refugees. 


25.60 Over the past three years the 
Board has not been able to achieve its 
objectives for processing times. The 
average processing time went from seven 
months in 1993-94 to nearly 13 months in 
1996-97. The same period also saw a sharp 
increase in the backlog of claims waiting to 
be processed, from approximately 17,500 
at 31 March 1994 to nearly 29,000 at 

31 March 1997. At that date, more than 
10,000 claims had been awaiting 
processing for over a year. However, we 
have observed a slight decrease in the 
backlogs since January 1997. 


Efforts to improve the selection process 
for Board members need to be continued 


25.61 Board members must make 
complex decisions that could have a major 
impact on the life, liberty or security of the 
claimant and on the integrity of the system 
— an impact that makes their role akin to 
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that of a court judge. There must never be 
any doubt about their competence or their 
independence. It is therefore essential that 
the selection of Board members be based 

on merit and that the selection process be 

transparent. 


25.62 The /mmigration Act stipulates 
that members of the Convention Refugee 
Determination Division of the Board be 
appointed by the Governor in Council. 
After a number of concerns were expressed 
about the lack of qualitative criteria and 
transparent mechanisms governing the 
appointment of Board members and the 
renewal of their terms, in March 1995 the 
Minister of Citizenship and Immigration 
announced the establishment of an 
advisory committee to assist in the 
selection of Board members. The objective 
of this committee is to strengthen the 
independence of the Board and the 
transparency of the selection process while 
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raising the level of Board members’ 
qualifications. 


25.63 The selection criteria are defined 
by the Minister, and calls for candidates are 
made through an announcement in the 
Canada Gazette. Exhibit 25.8 sets out the 
requirements for the position, as described 
in the two calls made since 1993. 


It is essential that the 
selection of Board 
members be based on 
merit and that the 
selection process be 
transparent. 


25.64 The advisory committee was 
given a mandate to assess candidates for 
the position of Board member and to 
submit a list of qualified candidates to the 
Minister. It is expected that, based on that 
list, the Minister would then select 
candidates to recommend to the Governor 
in Council. 


25.65 In our view, the establishment of 
this committee is a step in the right 
direction, allowing for the selection of 
qualified candidates. However, we noted 
weaknesses in the candidate selection 


Exhibit 25.8 


Job Requirements for Members of the Board 


Canada Gazette 


e ability to conduct a quasi-judicial hearing 


sometimes stressful environment 


e excellent analytical and writing skills 


The following are considered an asset: 


situation of refugees 


five years of experience 


Canada Gazette 
_ 18 September 1993 23 August 1997 
e knowledge of social sciences and/or community-based : _@ university degree or equivalent professional qualification 


experience in immigration or refugee affairs — 


e ability to carry a heavy workload and performina _ e 
¢ strong communication and interpersonal skills 


e an understanding of cross-cultural issues and of the global | 


e member of the bar of any province or territory or notaries ° 
with the Chambre des notaires du Québec who has at least 


e aminimum of five years of professional experience 
_ following graduation 


ability to demonstrate decisiveness and sound judgment in 
an environment of high case volume and tight time 
constraints 


e strong listening and analytical skills 


e effective spoken and written communication skills 


The following are considered an asset: 


e knowledge of the Canadian immigration program 
cross-cultural and social program experience 


e experience in executive decision making in a corporate, 
government or legal environment 


e computer literacy and initiative to excel in their field of 
expertise 


e bilingualism (French and English) 


e knowledge of a third language 


Source: Canada Gazette 
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A minimum of 12 
months is needed for a 
Board member to 
become completely 
functional. 


25-20 


process that make it difficult to ensure that 
the most highly qualified candidates for the 
position of Board member are identified. 


25.66 ‘First, we feel there is a need to 
improve the recruitment methods in order 
to attract the most highly qualified 
candidates. Most of the applications 
examined by the advisory committee 
between 1995 and 1997 resulted from an 
advertisement published in September 
1993. Candidates were therefore assessed, 
in many cases, on the basis of information 
that was more than two years old. In our 
view, calls for applicants need to be made 
more regularly, using various vehicles. 


25.67 We noted that the screening tools 
developed by the committee are not 
entirely appropriate for evaluating the 
applicants according to the established 
criteria. We were told that the advisory 
committee has already begun to review its 
evaluation tools. 


25.68 Further, there are no mechanisms 
in place to ensure consistency in the 
interpretation and application of criteria. 
Because of their heavy workload, the 
members of the committee decided to 
divide up the task of assessing the 
applications. Each member individually 
evaluated a certain number of applications 
and orally informed the entire committee 
which candidates he or she would suggest 
putting forward to the Minister. The 
evaluations of the candidates were not 
recorded and no documentation in support 
of them was provided to the other 
committee members. We do not think this 
type of evaluation provides for the same 
rigour and validity as an evaluation of 
candidates by the full committee. 


25.69 The advisory committee is also 
responsible for recommending to the 
Minister which Board members’ terms 
should be renewed. We noted that it had 
little information at its disposal to carry out 
this task. In effect, the committee’s 
decision is based primarily on the overall 
results of performance appraisals. Our 


review of the performance appraisals of 68 
Board members whose terms expired 
between January 1996 and May 1997 
showed that they had all been evaluated as 
“meets expectations”, whether or not their 
terms were subsequently renewed. 


25.70 The government should ensure 
that the selection process for Board 
members provides greater certainty that 
appointments or reappointments to the 
Immigration and Refugee Board are 
based on the qualifications needed to 
respond to the complexity and the 
importance of the task. 


High turnover among members and 
short terms have a significant negative 
impact on productivity 


25.71 The refugee status determination 
process requires a special expertise that can 
be acquired only through experience or, to 
a lesser degree, through training. Most 
Board members agree that a minimum of 
12 months is needed to become completely 
functional. Given this and the importance 
of the decisions they are required to make, 
we expected to find an organization staffed 
at all times with a large percentage of 
experienced decision makers. 


25.72 Since its establishment in 1989, 
the Board has undergone periods of high 
instability. Approximately 420 persons 
have been appointed by order-in-council to 
the Convention Refugee Determination 
Division and 40 percent of them were 
given only one term, generally for a period 
of approximately two years. The average 
rate of reappointment between 1990 and 
1993 was 79 percent. This figure fell to 25 
percent between 1994 and 1996. 

Exhibit 25.9 shows the fluctuations in the 
rates of reappointment. 


25.73 More than 170 members have left 
the Board since 1994, leaving it with a 
large number of inexperienced members. 
Such a high turnover rate is bound to affect 
the quality of decisions. 


25.74 Although many factors can affect 
a Board member’s productivity, we feel 
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that the high rate of turnover has had a 
particularly negative impact. As shown in 
Exhibit 25.10, the average number of cases 
finalized quarterly per Board member fell 
dramatically in 1994, when 126 terms 
expired and only 24 were renewed. The 
Board estimates that a Board member’s 
rate of productivity in the first year is 
approximately 50 percent. 


25.75 Besides affecting productivity, a 
high turnover rate represents additional 
expenses for training and relocation. The 
Board estimates that appointing someone 
new costs, on average, $91,700 more than 
renewing the term of an experienced Board 
member. 


25.76 In our view, the length of the term 
needs to be related first and foremost to the 
requirements of the position. Provision is 
made in the Immigration Act for terms of 
up to seven years. Since 1994, however, 
most new Board members have been 
appointed for periods of two to three years 
(see Exhibit 25.11). 


25.77 Members’ terms are renewable; in 
fact, 12 percent of members currently at 
the Board are completing their fourth or 
fifth term. Contrary to our expectation, we 
noted that the average length of a renewed 
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term has been shorter than the initial term. 
In the 50 reappointments made between 
1994 and 1996, the average term length 
was 2.3 years. This has increased to 3.1 
years in 1997. The length of a term impacts 
on the Board member’s productivity: the 
vast majority of members consulted told us 
that the uncertainty characterizing the 
period before the renewal of their terms 
had had major negative implications for 
not only their morale but also their 
productivity. 

Since 1994, most new 


Board members have 
been appointed for 
periods of two to three 
years. 


25.78 A short term can produce other 
negative consequences. First, the names of 
individuals appointed to short terms must 
be submitted more frequently to the 
government for consideration of 
reappointment. This could threaten their 
independence or appear to do so. Also, the 
short length of terms could limit the 
government’s ability to attract qualified 
candidates. Finally, many of the Board 
members consulted said that fully 
satisfactory or even above-average 
performance is no guarantee of 
reappointment. In such circumstances, it is 
very difficult to develop a sense of 
belonging or a climate of confidence in an 
organization, and to project a competent 
and independent image likely to foster 
public confidence. 


Exhibit 25.9 


Trends in the Number of Member 
Renewals since the Board's 
126 Creation 


ee Terms expired 7 


Terms renewed 2 


100% 719% 86% 719% 


69% 


Proportion of renewals 


42% 71% 


26% 


19% 


1989 1990 1991 1992 


1993 


1994 1995 1996 Sept. 1997 


Source: Based on data of the Privy Council Office and the Immigration and Refugee Board 
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The government has 
planned since March 
1995 to amend the 
Immigration Act to 
allow hearings to be 
held by one Board 
member instead of 
two. 


Exhibit 25.10 


Average Number of Claims 
Finalized per Board 
Member, per Quarter 


Source: Based on data of the 
Privy Council Office and the 
Immigration and Refugee Board 


Having available the decision makers as 
needed is important 


25.79 It is important that the Board have 
the number of decision makers it needs to 
handle its workload and that its resources 
be allocated among regions on the basis of 
the specific needs in each. 


25.80 We noted that the delays in filling 
positions have contributed to the problems 
encountered by the Board over the past 
several years. In April 1996, when the 
Board had 156 members, it agreed with the 
Minister’s office that 182 members 
(including deputy chairperson, assistant 
deputy chairpersons and co-ordinators) 
were needed to meet the demand. At 

1 September 1997, there were 154 
members. We estimate that some 2,000 
hearings could not be held during this 
period because of the delay in appointing 
members. Overall, the number of working 
members since 1994 has decreased, while 
the number of cases referred to the Board 
rose between 1994 and 1995 and has 
remained relatively stable since then. 


25.81 We also found a number of 
anomalies in the distribution of members 
among the various regions in Canada. As 
shown in Exhibit 25.12, the proportion of 
members assigned to the Montreal and 


Toronto regions in the past three years does 
not correspond to the proportion of cases 
referred to the Board in these same regions. 
In the third quarter of 1995, there was a 
sharp increase in the number of cases 
referred in the Montreal region, lasting 
until the third quarter of 1996. The region 
could not handle this workload despite 
measures taken to improve its productivity. 
Although a request was made to have 22 
additional members appointed to the 
Montreal office (10 full-time and 12 
part-time), only 8 were finally appointed, 5 
of whom were part-time. 


25.82 The government has planned since 
March 1995 to amend the Immigration Act 
to allow most hearings to be held by one 
Board member instead of two. 
Claim-processing projections for 1996-97 
were in fact made on the assumption that 
this change would be made before January 
1997. Given that it was not, productivity 
was below projections and delays 
continued to increase. 


25.83 Overall, the turnover rate among 
members, the length of their terms and the 
delays in appointments clearly affect the 
Board’s ability to manage its workload and 
to attain its operational objectives; this 
translates into increased backlogs and 
processing delays. 


3-94 


1-95 


3-95 


Quarter and Year 
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25.84 The government should 
improve its practices for appointing 
Board members, in order to ensure that 
the Immigration and Refugee Board has 
a sufficient number of experienced 
decision makers available when they are 
needed. 


The Board places great importance on 
maintaining and developing the skills of 
its members 


25.85 _In order to facilitate informed 
decision making, the Board needs to 
develop and maintain the skills of its 
members. As we have noted, terms are 
short, the turnover rate is high, and new 
members require at least 12 months to 
learn their job. In light of these factors, the 
mechanisms for developing and 
maintaining the skills of Board members 
need to be particularly effective in order to 
accelerate the acquisition of knowledge 
and to quickly identify the areas of 
performance that warrant special attention. 


25.86 We noted that the Board places 
great importance on the training of its 
members and provides a complete training 
program. This program includes training 
for new members, ongoing professional 
development and information workshops. 
Most members indicated that they were 
satisfied with the training offered to them. 


25.87 Performance management is also 
very important because it allows Board 
members to be monitored and to improve 
their performance without having the 
quality of their decisions questioned. In 
March 1995, a new performance appraisal 
system for members was implemented. We 
noted that performance appraisals are 
completed in the vast majority of cases. 
However, certain changes need to be made 
to this system in order to define and 
communicate performance expectations 
and objectives, and to make evaluation 
criteria more specific. In fact, the Board is 
currently reviewing its performance 
appraisal process. 
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The information available does not 
always foster informed and equitable 
decisions 


25.88 Informed decision making 
depends on the quality of the information 
available. Members must be very familiar 
with conditions in the claimant’s country of 
origin, as well as the specific 
circumstances justifying the claim. Further, 
members must consider the case law in 
order to ensure fair decision making. 


25.89 Understanding the prevailing 
conditions in a country is vital to assessing 
a claim. The Board’s Documentation, 
Information and Research Branch makes 
available to Board members a variety of 
reports and publications on conditions in 
the countries of origin of claimants, as well 
as on issues related to human rights in 
those countries. The sources used in 
preparing these documents include 
organizations for the defence of human 
rights. However, the different sources do 
not always agree on what conditions 
actually prevail in the countries. Board 
members are then required to judge those 
opinions in the light of their experience and 
the specific circumstances surrounding the 
claim. The establishment of teams that 


Exhibit 25.11 


Length of Board Members’ Terms 


Appointments Reappointments 
Length 1994 to 1997 1994 to 1996 1997 
0-1 year 5 BS) 4 
1-2 years 38 34 13 
2-3 years 89 3 15 
3-4 years 1 6 14 
4-5 years 1 2 9 
5-6 years 1 0 0 | 
Total 135 | 50 55 
Average 2.7 2.2 abil | 


Source: Based on data of the Privy Council Office 
and the Immigration and Refugee Board 
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The quality of 
information is an 
essential element of 
informed decision 
making. 


Exhibit 25.12 


Percentage of Claims Referred 
and Board Members Working in 
Regions of Montreal and Toronto 


™ % of Board members 
working in this region 


% of claims referred in 
this region 


Source: Based on data of the Privy 
Council Office and the Immigration 
and Refugee Board 


specialize in certain geographical areas 
makes it easier for Board members and 
refugee claim officers to master the 
massive amounts of information they must 
absorb to process claims effectively and 
fairly. Most Board members and officers 
feel that this step contributes greatly to the 
quality of their decisions. 


25.90 The quality of information on the 
identity and particular circumstances of 
claimants is one more essential element of 
informed decision making. As mentioned 
in paragraph 25.49, the Department gathers 
little information on the circumstances 
surrounding claims, and a large number of 
claimants do not have the required 
identification documents. In these 


60— 


1993 


1994 
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1994 


circumstances, it is very difficult for Board 
members to assess a claimant’s identity and 
credibility. However, the Board recently 
implemented measures to address the 
problem of claimants who are not properly 
documented. For example, in March 1997 
it published a document entitled 
Commentary on Undocumented and 
Improperly Documented Claimants, the 
purpose of which is to simplify the task of 
Board members as they examine issues of 
evidence and procedure that arise in these 
types of claims. 


25.91 The Board also developed 
measures to allow for specific research on 
claimants. A new policy was established to 
clarify the type of research that may be 


Montreal 


1995 


1996 


Toronto 


1996 


1995 
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done and the measures to take to avoid 
jeopardizing the lives of claimants or their 
families. Board members and refugee claim 
officers also feel that these steps have 
improved the quality of decisions. Because 
of the delays such research can entail, 
however, it cannot be used as often as is 
desirable. 


25.92 The Immigration Act allows the 
Department to intervene at Board hearings. 
This intervention can be important in 
certain situations because the Act allows 
the Department’s representative to submit 
evidence, question claimants or witnesses 
and offer observations. We noted that the 
Department rarely intervenes in hearings 
— in less than 2 percent of the cases 
finalized in 1996. 


25.93 The Immigration Act gives the 
Board’s Chairperson the authority to issue 
guidelines. Decision makers are not bound 
by these guidelines, but they constitute a 
recommended approach to reviewing 
difficult issues. For example, there are the 
Guidelines Concerning Women Refugee 
Claimants Fearing Gender-Related 
Persecution. Legal Services also provides 
Board members with an array of 
information and tools to assist in their 
decisions. There is, for example, all the 
case law that stems from Federal Court 
rulings, as well as a monthly publication of 
a sample of Board decisions. However, the 
members indicated that they would 
appreciate being better informed of the 
reasons behind the favourable decisions as 
well as the unfavourable decisions of their 
colleagues; the Immigration Act requires 
only that unfavourable decisions be 
justified. 


25.94 Despite all these efforts, there are 
major discrepancies among certain Board 
offices in acceptance rates for claimants 
from the same country. For example, in 
1996 the acceptance rate for claimants 
from a certain country was 4 percent in one 
regional office and 49 percent and 82 
percent in two others. For another country 
the acceptance rate at these same offices 
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was 39 percent, 70 percent and 85 percent 
respectively. 


25.95 The Board examined the 
discrepancies in the acceptance rates and 
concluded that a major contributing factor 
was that decision makers did not always 
use the same sources of information and 
interpreted the available information 
differently. 


25.96 The Board issued a policy in 
March 1996 asking members to document 
their favourable decisions where the 
claimants’ countries of origin accounted 
for significant differences in acceptance 
rates. To date, there has been very little 
follow-up on this policy; nor have 
members received feedback on the 
information thus gathered. In our opinion, 
a better knowledge of the case law related 
to the favourable decisions would 
contribute to more equitable decision 
making. The members agree that they 
should document their favourable 
decisions, but they are somewhat reluctant 
to do so given the deadlines imposed on 
them. 


25.97 The Board is in the process of 
implementing a national strategy designed 
to ensure greater consistency in decision 
making. Given the recentness of these 
measures, it is too early to expect 


significant corrections in the discrepancies. 


In fact, we noted that after the first quarter 
of 1997 there were still serious 
discrepancies in the acceptance rates, even 
extending to additional countries. 


25.98 The Immigration and Refugee 
Board and Citizenship and Immigration 
Canada should ensure that Board 
members are supplied with the 
information needed to make 
well-reasoned and fair decisions. 


Board’s response: Agreed. In the case of a 
few countries, there are significant 
discrepancies between offices in the way 
claims from one and the same country are 
handled. Each decision is rendered 
individually, however, by independent 
decision makers, based on the evidence 


There are major 
discrepancies among 
certain Board offices 
in acceptance rates for 
claimants from the 
same country. 


A better knowledge of 
the case law related to 
the favourable 
decisions would 
contribute to more 
equitable decision 
making. 
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Postponements and 
adjournments are a 
major cause of Board 
delays. 


submitted and the specific facts of the case. 
The members in each office have therefore 
been grouped into teams specializing ina 
geographic area to enable them to increase 
their expertise through greater sharing of 
knowledge and experience, both locally 
and nationally. 


Numerous initiatives have been taken. The 
Board is currently reviewing its 
information-gathering system to ensure 
that information is more effectively 
managed, more focussed on the facts of 
each case and more consistent overall from 
one office to another. The Board also has a 
national training program that helps to 
shape a consensus among decision makers, 
notably in the form of pan-regional 
information sessions on conditions in 
certain countries (China, Israel, Somalia, 
India, Sri Lanka and the Czech Republic). 


Department’s response: In November 
1995, a Memorandum of Understanding 
was signed by the two organizations for 
sharing information on refugee claimants 
and on country conditions from missions 
abroad. Under the terms of the MOU, 
client/claim-specific inquiries became 
possible for the first time. In 1996, 
missions abroad provided client-specific 
information for over 600 cases and country 
of origin information on over 75 cases. 


The Board’s practices need 
improvement 


25.99 In the past several years, the 
Board has undertaken a series of changes 
designed to emphasize the non-adversarial 
nature of the refugee determination 
process, improve the quality of decisions 
and increase productivity. Hewever, these 
changes have not been adopted consistently 
throughout the Board. It is currently 
attempting to establish an organizational 
structure that will support the many 
changes made to the refugee determination 
system. 


25.100 During our audit we noted a lack 
of rigour in a number of practices that has 
resulted in delays throughout the system, 


frustration among employees and 
opportunities for abuse of the system. 


25.101 In the past, the Board used an 
expedited process to quickly handle, 
without a hearing, the claims that had a 
very good chance of being accepted. This 
process is being used less and less. For 
example, 43 percent of favourable 
decisions in 1993-94 were reached through 
this procedure, compared with 30 percent 
in 1996-97. We also noted that the 
practices used in the expedited process 
varied from one region to another. Most 
Board members and refugee claim officers 
told us that the results of the expedited 
process are not as reliable as those obtained 
through the normal process. In our view, 
the expedited process as it is currently 
designed no longer meets requirements, but 
we feel that such a mechanism is 
sufficiently important to efficiency to 
warrant an evaluation of its use. 


25.102 To the extent that the Board has 
difficulty handling its workload, we 
expected that the priorities in processing 
would be set out clearly and would take 
risks into account. We noted that there are 
no clear directives governing the order of 
priority for processing cases, except the 
policy that claimants who are detained are 
to be heard first. Each region sets its own 
processing priorities based on its own 
strategy for clearing backlogs. 


25.103 We noted that additional efforts 
are needed to encourage the various 
stakeholders in the refugee determination 
process to comply with the Board’s rules 
and procedures. For example, several 
Board members and refugee claim officers 
consider that lawyers rarely disclose their 
information in a timely manner. Further, 
we noted that in 1996, 57 percent of the 
personal information forms received at the 
Board were late. Timely receipt of these 
forms is important because they initiate the 
determination process, and any lateness 
results in further delays. 


25.104 Finally, Board members and 
refugee claim officers clearly indicated to 
us that postponements and adjournments 
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caused by internal administration, 
claimants and their representatives are a 
major cause of Board delays. We noted that 
49 percent of scheduled hearings in 1996 
had to be either postponed or adjourned. 


25.105 In the fall of 1996, the Board 
began to implement a wide range of 
measures designed to improve performance 
monitoring. For example, new mechanisms 
were put in place to ensure better follow-up 
on delays caused by writing reasons for 
decisions. Responsibility for achieving 
targeted results now lies jointly with the 
regional directors and the assistant deputy 
chairpersons in the Convention Refugee 
Determination Division. In April 1997, 
each region was asked to present its 
commitments and its projections for the 
two upcoming quarters. 


25.106 Since the changes to the 
performance monitoring mechanisms were 
made only recently, we are unable to 
comment on their effectiveness. 


25.107 The Immigration and Refugee 
Board should: 


e be more rigorous and consistent in 
its practices in the refugee determination 
process; and 


e establish an overall strategy and 
monitoring mechanisms to ensure that it 
meets its operational objectives. 


Board’s response: Agreed. The Board has 
already taken steps to clarify its practices 
and operational standards in relation to the 
refugee status determination process. 
Nevertheless, each office has a 
responsibility to adapt its practices to the 
local environment insofar as is necessary 
to increase its productivity and efficiency. 


The Board has commissioned various 
independent studies to improve its 
operational practices and monitoring 
mechanisms. Studies have been carried out 
on its information-gathering system and on 
its internal accountability structure. 
Reviews are currently under way 
concerning the management of its 


information system and, specifically, 
concerning its caseload tracking system. 
The Board will implement many of the 
conclusions and recommendations 
stemming from these reviews in the near 


future. 


Organizational climate at the Board 
could jeopardize the success of initiatives 
to improve the refugee determination 
process 


25.108 The Board is a relatively new 
organization that operates in a difficult 
environment. Refugee status is a sensitive 
subject that generates a great deal of public 
and parliamentary interest. Over the years, 
the Board has had to deal with a high 
turnover rate among its members and 
senior managers. Finally, the Board’s 
operations must integrate two parallel 
hierarchies: public servants and Board 
members. 


25.109 Throughout our audit, we met 
people who are willing to contribute fully 
to carrying out the Board’s mandate. 
However, we were struck by the lack of a 
common vision on the part of those who 
work at the Board. In our view, there are 
major tensions between Board members 
and the public servants at the Board, and 
between staff and management. 


25.110 We tried to identify the impact of 
the changes made by Board management 
over the past two years. We found that both 
Board members and refugee claim officers 
have a good understanding of the changes 
and are willing to continue their efforts to 
adapt to them. However, the two groups 
have very different perceptions of the 
effects of these changes. While the 
members’ assessments were consistently 
more positive, the refugee claim officers 
feel that the changes to the system have not 
had the anticipated effects. With these 
important two groups polarized on such 
fundamental issues, change management is 
probably going to become very difficult 
and the play of internal forces will favour 
the status quo by default. 
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25.111 In our opinion, the Board’s 
effectiveness depends greatly on the ability 
of members and refugee claim officers to 
work together. Our audit identified serious 
problems in the organizational climate. 
Indeed, most Board members and refugee 
claim officers describe the current 
organizational climate as negative or 
variable. Most members said that the 
organizational climate has improved or 
remained stable in the past 12 months. The 
refugee claim officers, however, were 
much more critical. In fact, the majority 
said the situation is deteriorating; one third 
said it has remained stable. 


25.112 It is particularly worrisome to 
note that only half of the members and a 
minority of refugee claim officers feel that 
the current practices instil public 
confidence in the fairness and integrity of 
the system for dealing with refugee claims. 
Similarly, only a minority feel that the 
Immigration Act can protect Canadian 
society from abuse of the system. They 
cited several reasons to justify this rather 
troubling position. Among the factors most 
frequently cited were the non-adversarial 
nature of the refugee determination system, 
the lack of close co-ordination among the 
various stakeholders, the generousness of 
the legislative provisions concerning 
refugees, and the absence of sanctions 
against abuses. It should be noted, 
however, that members and refugee claim 
officers feel that the Board’s current 
practices allow Canada to comply with its 
international commitments. 


25.113 The Immigration and Refugee 
Board should take urgent action to 
improve its organizational climate and 
develop a common vision among its 
employees. 


Board’s response: Agreed. The Board has 
launched an organizational renewal 
program that has enabled it to identify its 
values and adopt an organizational 
mission. Finally, senior management has 
developed and disseminated an 
organizational vision for the future. 


Furthermore, the Board encourages 
teamwork and constant dialogue among all 
levels of the organization, not only to 
improve the climate of work but also to 
promote best practices and innovation. 
Thus, the Board recognizes the need to 
continue these efforts. 


Handling Failed Refugee Claims 


A slow, complex and ineffective process 


25.114 Under the Immigration Act, 
refugee claimants are generally subject to a 
removal order from the time their claim is 
made, conditional on the decision of the 
Board. Failed claimants would normally be 
required to leave Canada soon after this 
decision. However, after the Board’s 
decision, these claimants are entitled to 
other supplementary review mechanisms. 
They will generally be entitled to a 
reassessment of their need for protection — 
a reassessment based on the risk of return. 
They can also apply for permanent 
residence on humanitarian and 
compassionate grounds. Although they can 
use this mechanism at any time, it appears 
that they generally do so when they are 
ordered to leave Canada. 


25.115 We reviewed the handling of 
failed refugee claims. Exhibit 25.13 shows 
the status of some 31,200 persons who 
claimed refugee status between February 
1993 and March 1997 and whose claims 
were denied by the Board or were 
abandoned. Overall, our review found that 
the Department is having difficulty 
resolving these cases quickly and 
efficiently. The files go through a slow, 
complex process, and many cases remain 
unresolved. 


25.116 As discussed in the following 
paragraphs, the review of risk of return 
currently contains ambiguities that raise 
questions about its merit. In its present 
form, this step is akin to a reassessment of 
the Board’s decision. Further, it entails a 
duplication of effort that affects the 
efficiency of the entire claim process. We 
also found a lack of rigour in the 
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assessment of humanitarian grounds cited 
by failed refugee claimants. Finally, the 
Department is having serious difficulties 
carrying out removals. 


Questions about the efficiency and the 
results of the risk-of-return review 


25.117 Under the Minister’s discretionary 
power to create classes of persons to single 
out for special treatment, a class of persons 
called the Post-Determination Refugee 
Claimants in Canada Class was created by 
regulation in 1993. It was designed to 
protect claimants who fail to meet the 
Convention’s definition of refugee but who 
nonetheless would face personal risk of 
harm if forced to leave Canada. 
Establishment of this class formalized a 
practice that the Department had used since 
1989. According to the stated criteria, the 
risk must be compelling — consisting of a 
threat to life, extreme sanctions or 
inhumane treatment — and it must be 
personal — that is, directed at the 
individual rather than based on a 
generalized situation of risk in the country. 
The objective in this case is different from 


Awaiting risk-of- 
return review 
28% 

(8,700) 


Accepted on 
humanitarian and 
compassionate 


grounds 
7% 
2 

(25300) Accepted 
on account 
of risk of 
return 
1% 
(300) 
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the Department’s when it assesses the 
general conditions in a country to 
determine if carrying out removals to that 
country would be justified. 


25.118 Since May 1997, claimants 
wishing this review have had to request it. 
Previously, with a few exceptions, all 
refugee claimants whose claims were 
denied by the Board automatically had 
their risk of return reviewed. The review is 
carried out at the Department by post-claim 
determination officers who work in units 
independent of enforcement operations. 
From February 1993 until March 1997, the 
Department had approximately 37,500 
cases to assess, aside from close to 4,000 
additional cases that became entitled to 
reassessment after the 1994 announcement 
retroactively broadening the interpretation 
of the criteria. 


25.119 The criteria used by the 
Department in the risk review are very 
similar to those used by the Board in 
determining refugee status. Although the 
criteria used by the Board are based on the 
risk of persecution, as described in 
paragraph 25.8, the risk-of-return review 


Exhibit 25.13 


Status of Failed Claimants 


Status of 31,200 claimants who made claims since 1993 and 
whose claims were denied by the IRB or were abandoned 
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Source : Primarily from CIC Field Operations Support System (FOSS) of CIC 
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departmental officers. 


criteria are based on risk of death, extreme 
sanctions and inhumane treatment. In our 
view, the distinction between these 
concepts is a very fine one. 


25.120 Given this similarity and the 
stated objective, we would have expected 
the mechanisms used in the Department’s 
risk review to clearly identify the types of 
danger it was aimed at avoiding and to 
complement the assessment carried out by 
the Board. However, this is not the case. 


25.121 In assessing the risk of return, the 
Department’s officers use information that 
is similar, and even identical, to that used 
by the Board — the personal information 
form completed by the claimant for the 
Board and the reasons for the Board’s 
decision — along with any comments the 
claimant may have submitted to the 
post-claim determination officers. Further, 
the Department’s guidelines are based on 
those developed by the Board. 


25.122 The officers’ decisions are also 
based on conditions in the country of 
return. From documentation centres they 
gather information on country conditions 
that is similar to the information produced 
and used by the Board. Officers in some 
departmental offices are specialized by 
geographical region, just as in the Board. 


25.123 Given the similarities between the 
criteria applied to this class of claimant and 
the Convention definition, and given the 
methodology used, we question the 
objective being pursued and are concerned 
about the possibility that, in practice, the 
Board’s decisions may be overturned by 
departmental officers. We have in fact 
noted certain cases where the 
considerations evaluated by departmental 
officers had already been evaluated by the 
Board under its mandate. We also noted 
that the officers cited factors to support the 
existence of risk to the claimant that had 
already been evaluated by the Board, or 
that would be if changes of circumstances 
were to be invoked in a subsequent claim. 
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25.124 Efforts have been made to 
improve the transparency and consistency 
of practices and to increase productivity. At 
31 December 1994, there were 
approximately 16,500 cases pending 
compared with 8,500 at 31 March 1997. 
With respect to processing times, we 
estimate that in 1993 approximately 14 
months would elapse between a Board 
decision and the risk review, including time 
at the Federal Court. In 1996, this figure 
was down to 7 months. 


25.125 Citizenship and Immigration 
Canada should ensure that the 
risk-of-return review is: 


e within the scope of the objectives 
set for the Post-Determination Refugee 
Class in Canada; and 


e carried out in an efficient and 
timely manner. 


Department’s response: Agree. These risk 
considerations are necessary to ensure 
compliance with obligations not covered by 
the Geneva Convention; for example, 
Canada’s obligations as a signatory to the 
Convention Against Torture. 


The aim of regulatory amendments to the 
Post-Determination Refugee Claimants 
Class in Canada, introduced on May 1, 
was to ensure that the procedures 
themselves do not act as impediments to 
the expeditious removal of persons found 
not to be at risk upon return. 


More rigour needed in evaluating 
humanitarian and compassionate 
grounds 


25.126 Under the /mmigration Act 
anyone, including a refugee claimant, may 
at any time and as often as desired file an 
application for permanent residence in 
Canada based on humanitarian and 
compassionate grounds. To be accepted on 
those grounds, claimants must convince the 
Department that they would suffer extreme 
hardship if they had to apply for permanent 
residence from outside Canada. This is a 
decision made by immigration officers in 
Canada. 
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25.127 Since granting permanent 
residence on humanitarian and 
compassionate grounds constitutes an 
exception to the general immigration rules, 
we expected that this avenue would be 
used with prudence and care. We expected 
also that the delegation of this power to 
immigration officers would be 
accompanied by an appropriate degree of 
monitoring. In fact, we found a lack of 
rigour in the use of this mechanism. 


25.128 In our view, the use of the 
discretionary power in connection with 
applications for permanent residence on 
humanitarian and compassionate grounds 
lacks sufficient monitoring to ensure 
consistent decision making. Although there 
are several officers authorized to make 
such decisions, their supervision and 
training are very limited. Decisions are not 
systematically documented and are not 
subject to review unless they are contested. 
These types of monitoring deficiencies 
have also been pointed out by internal 
studies. 


25.129 Further, the Department has 
insufficient information at its disposal to 
oversee the use of this provision 
effectively. It has no overall statistics, such 
as the number of failed refugee claimants 
who made such applications or the number 
of repeat applications. The information on 
claims and officers’ decisions is limited 
and scattered, so that the Department has 
no easy way of knowing the circumstances 
that led officers to grant or deny permanent 
residence on humanitarian and 
compassionate grounds. Despite the lack of 
departmental statistics on the number of 
such claimants, from our analyses we were 
able to determine that of the 31,200 
individuals who applied for refugee status 
between 1993 and 1997 and had their 
claims denied, approximately 2,300 were 
granted permanent residence on 
humanitarian and compassionate grounds. 
Most of these individuals were given 
favourable decisions because they were 
married to permanent residents or 
Canadian citizens. 
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25.130 Citizenship and Immigration 
Canada should introduce a greater 
degree of rigour into the mechanisms 
surrounding decisions based on 
humanitarian and compassionate 
grounds. 


Department’s response: Agree. The 
Department has already taken steps to 
improve humanitarian and compassionate 
processing. New guidelines, in the form of 
a new chapter to the Immigration Manual, 
will be completed in the coming weeks. 
This will be followed by training of 
departmental employees who apply these 
guidelines in Canada. In addition, case 
identifier codes have been developed on the 
types of cases being approved on 
humanitarian and compassionate grounds 
to provide statistical information and 
facilitate monitoring. These measures 
should improve the consistency of 
humanitarian and compassionate decisions 
without compromising the discretion 
legally delegated to the decision maker. 


The Department is experiencing a great 
deal of difficulty carrying out removals 


25.131 Citizenship and Immigration 
Canada is responsible for carrying out the 
removal of persons who have been denied 
permanent residence after all of the 
available review mechanisms have been 
exhausted. To preserve the integrity of the 
immigration program, in our view, removal 
orders need to be carried out quickly. 


25.132 As seen in Exhibit 25.13, of 
approximately 19,900 claimants awaiting 
removal, just 22 percent had confirmed 
their departure by the conclusion of our 
audit. As for the rest, we estimate that 
those individuals who have not left may 
have been in Canada, on average, for two 
and a half years. 


25.133 There are a number of factors that 
make it difficult to carry out removals 
quickly. Adding to the difficulty is the fact 
that a great deal of time elapses between 
the Board’s decision and the completion of 
both the risk-of-return review and the 


Granting permanent 
residence on 
humanitarian and 
compassionate 
grounds is an avenue 
to be used with 
prudence and care. 


To preserve the 
integrity of the 
immigration program, 
removal orders need 
to be carried out 
quickly. 
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assessment of humanitarian and 
compassionate grounds. 


25.134 Another factor is that some 
countries refuse to issue travel documents 
to their nationals, and others take a long 
time to do so — up to four to six months. 
To address this problem, the Department 
recognizes that there is a need earlier in the 
process to initiate arrangements for 
obtaining travel documents. Extremely 
severe crises in some countries may also 
result in a temporary suspension of 
removals until the situation there stabilizes. 
Finally, a variety of legal considerations, 
notably the carrying out of a decision by 
another tribunal, will affect the timing of 
the removal. 


25.135 Apart from these factors, a 
number of individuals delay leaving or, in 
fact, elude the Department. In the Quebec 
region, for example, it is estimated that in 
1996-97, 38 percent of persons considered 
ready for removal failed to report when 
required. 


25.136 Finally, the extent and complexity 
of removal orders within the overall 
immigration program, along with the 
various degrees of risk associated with the 
non-removal of certain persons other than 
failed refugee claimants, are putting 
pressure on the Department’s priorities for 
removal and investigation. Removals of 
failed refugee claimants dropped from 
4,672 in 1992 to 2,465 in 1996, or from 65 
percent to 42 percent of all removals 
carried out by the Department in that 
period. 


25.137 The creation in 1994 of the 
Deferred Removal Orders Class is an 
indication of the impact of the difficulties 
in carrying out removals. This class was 
created to regularize the status of certain 
failed refugee claimants who had been 
awaiting removal for several years but 
whom the Department was unable to 
remove. Among those whom this provision 
was intended to cover were persons who 
could not be removed because they lacked 


travel documents or because there had been 
a breakdown of order in the country of 
origin, and others whose cases had been 
pending for too long at various stages in 
the process, including the risk-of-return 
review. More than 5,000 failed refugee 
claimants were accepted as members of 
this class. However, the class was 
abolished in May 1997. 


25.138 We also noted that the Department 
has insufficient information to manage 
removals adequately. The available 
information does not allow for efficient 
tracking of the removal status of all failed 
refugee claimants. The Department does 
not know exactly how many persons are 
ready for removal. It compiles the number 
of removals of failed refugee claimants 
actually carried out but it does not know 
what success rate this represents in relation 
to all removals ordered. The Department 
recognizes that its computerized Field 
Operations Support System does not 
provide the management information 
needed to meet the enforcement function 
requirements. Over the years, the regions 
have had to develop their own systems to 
manage their workload. In 1996, the 
Department introduced a project to develop 
anew automated system — the 
Enforcement Case Management System — 
but the project was cancelled in August 
1997 due to budgetary constraints. 


25.139 The Department has limited room 
to manoeuvre because of certain external 
constraints. The lack of co-ordination and 
management information nevertheless 
impact on the effectiveness of the removal 
process. Effectiveness needs to be 
improved because decisions made during 
the process have real value only if they are 
carried out promptly. We made similar 
observations in our 1990 Report. 


25.140 Citizenship and Immigration 
Canada should ensure that it has the 
information needed to manage 
removal-related activities and it should 
take steps to increase its effectiveness at 
removals. 
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Department’s response: Agree. We 
acknowledge that upgraded information 
systems would improve the capability to 
manage removal-related activities. The 
Department is managing several 
information technology issues and some 
initiatives that are proceeding will support 
the removals function. These include 
centralizing enforcement information 
through the establishment for the greater 
Toronto area of a centralized enforcement 
office supported by an integrated 


25.142 The government’s Program 
Review confirmed that the protection of 
refugees was one of the primary functions 
of the Citizenship and Immigration 
Program. One would therefore expect that 
the Department would account for the 
government’s performance in this regard, 
based on a set of overall expectations. 
However, we noted from the Department’s 
Expenditure Plan for 1997—98 that the 
planning data and performance-related 
information did not contain any substantial 


enforcement case management system to comments on the processing of refugee There is no 
help track cases for removal activities. claims. No information was provided on : : 

the performance of activities carried out by information on 
The Department has also developed a other federal agencies such as the RCMP, interdepartmental 
removals strategy comprising the Federal Court and CSIS. In addition, 
complementary measures designed to the information presented by the performance. 


support the removals function. These 
include the negotiation of bilateral removal 
arrangements with other countries (six 
signed to date); measures to encourage 
voluntary compliance with removal orders 
(e.g. use of cash bonds); increased 
exchange of information on best practices 
among removal offices; and the pursuit of 
various diplomatic channels to obtain the 
co-operation of countries that refuse, or 
take too long, to issue travel documents to 
their citizens. 


Accountability and information to 
Parliament 


A need for more complete and relevant 
information to parliamentarians 


25.141 The Department and the Board 
submit separate Estimates to Parliament, 
each providing information on its 
programs, activities, costs, and expected as 
well as actual results. We reviewed both 
agencies’ documents and noted that, on the 
whole, they do not provide Parliament with 
complete and relevant information on the 
processing of refugee status claims. First, 
there is no information on 
interdepartmental performance. Second, 
the quality and quantity of the information 
presented on the various claims-processing 
activities vary greatly. 


Department on refugee claimants was 
combined with information on other 
activities or sub-activities and was 
therefore difficult to extract. However, the 
Department recognizes that given the 
changes resulting from the re-engineering 
of administrative processes that began in 
1995, it will have to change its 
accountability framework. Also, the 
Department has indicated that it intends to 
develop performance measurements based 
more on results than on process. 


25.143 The Board was part of a group of 
16 entities that participated in the 
Improved Reporting to Parliament Project, 
set up by the Treasury Board Secretariat to 
improve the quality of expenditure 
management information sent to 
Parliament and to modernize its 
preparation. As part of this project, the 
Board presented its Performance Report in 
1996 and, in 1997, its Report on Plans and 
Priorities. We reviewed the information 
contained in these documents, particularly 
the information related to the Refugee 
Division. We observed that the reports 
place considerable emphasis on the 
improvements needed in the areas of 
service delivery and workload 
management. A number of indicators are 
presented, such as the number of decisions 
made, the average cost per decision and 
average processing times. The information 
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describing activities and the related outputs 
had improved but, like a number of other 
entities within the federal government, the 
Board needs to place more emphasis on the 
outcomes of its activities related to refugee 
status determination. It needs to broaden 
the scope of its indicators to account more 
specifically for its achievements in the area 
of informed and equitable decisions. 


25.144 Citizenship and Immigration 
Canada and the Immigration and 
Refugee Board should ensure that 
parliamentarians receive the 
information needed to hold the 
government to account for the 
performance of all activities related to 
the processing of refugee status claims. 


Department’s response: Agree. 


Board’s response: Agree. 


Conclusion 


A Thorough Review of the System 
Is Required 


25.145 The current refugee claims 
processing system is the product of a 
number of modifications made since 1989 
to address specific problems. In our view, 
the current process does not quickly grant 
Canada’s protection to claimants who 
genuinely need it. Furthermore, it does not 
discourage from claiming refugee status 
those who do not require or deserve 
Canada’s protection. 


25.146 Although we offer suggestions for 
improving results at each stage in the 
process, we caution the government against 
making patchwork changes. We believe 
that the problem is complex and that there 
is a need to conduct a thorough review of 
the refugee claim process. For example, it 
may be necessary to review the division of 
responsibilities among the various 
stakeholders as well as their respective 
roles. The infrastructure for co-ordination 
and control urgently needs to be improved. 


25.147 Finally, it is important to realize 
that there are inherent limits to the 
improvements that can be made in the 
performance of the existing system. Both 
the Department and the Board operate 
within a framework that reflects the 
choices made by Canadian society over the 
years on refugee-related issues. For 
example, the application of the Charter, the 
nature of our social programs, the various 
benefits allowed to claimants, our level of 
tolerance for people who attempt to abuse 
the system, the non-adversarial nature of 
the process, and the various remedies 
available to failed claimants all 
significantly influence the performance 
that can be expected from the system. 


25.148 Therefore, in the event that the 
system is revised, it is essential that 
realistic expectations for the speed and 
efficiency of claims processing be set out 
in keeping with the choices we as a society 
have made. It is also important that the 
responsible federal agencies respond to 
these expectations within well-defined 
parameters. 


25.149 During the course of our audit, the 
Minister of Citizenship and Immigration 
established an Immigration Legislative 
Review Advisory Group tasked with 
formulating recommendations to guide and 
update future immigration and refugee 
legislation. Among other things, the review 
will include ensuring the integrity and 
efficiency of the refugee determination 
process. The Advisory Group has held 
numerous consultations in 1997 with 
various immigration and refugee 
stakeholders. We have been informed that 
it is expected to submit its report to the 
Minister by 31 December 1997. 


Department’s general comments: 


The Department appreciates the challenge 
the Auditor General faced in analyzing 
refugee claims processing in Canada. 
Fairness and efficiency are legitimate and 
important objectives, but sometimes 
tensions can exist between them that 
complicate the process of refugee status 
determination. Since the revision of the 
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refugee status determination processes in 
1989, the Department has introduced 
measures to improve both the quality and 
efficiency of the process. The Department 
recognizes that greater efforts need to be 
made in the co-ordination of the various 
processes and in improving information 
systems to allow for better management 
and accountability. 


As mentioned in the chapter, last November 
the Minister created a Legislative Review 
Advisory Group to review the current 
system and make a series of 
recommendations to guide and update 
future immigration and refugee legislation. 
The Auditor General’s comments and 
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recommendations will be of timely benefit 
in the deliberations that will follow the 
release of the report of the Legislative 
Review Advisory Group. 


Refugee-accepting countries are struggling 
with their refugee determination systems to 
ensure high-quality, timely decisions in the 
face of pressures created both by the influx 
of asylum-seekers and by domestic fiscal 
realities. While dealing constantly with 
new challenges, the Department also seeks 
“best practice” solutions through 
multilateral and bilateral discussions with 
like-minded countries and the United 
Nations High Commission for Refugees. 
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y About the Audit 


Scope 


The audit covered the processing of refugee claims made in Canada. We examined the following three main 
steps: determination of eligibility of the claim; determination of refugee status; the settlement of cases of 
claimants whose claims have been denied by the Immigration and Refugee Board. 


Our audit was carried out primarily at Citizenship and Immigration Canada and the Board. We also met with 
representatives from the Royal Canadian Mounted Police and the Canadian Security Intelligence Service. We 
gathered audit evidence from discussions with staff, examining claimants’ files, consulting management 
documents and databases, and observing a number of hearings. We also surveyed all Board members and all 
refugee claim officers. As of 2 September 1997, a total of 173 persons had responded to our questionnaire, for 
an overall response rate of 62 percent, which gives us a reliability rate of 95 percent and a margin of error of 
approximately 5 percent. Also, the characteristics of the respondents correspond closely to those of the 
general population surveyed. 


Objective 


We sought to determine whether management mechanisms allowed for the efficient and fair resolution of 
refugee claims and fostered public confidence in the fairness and integrity of the process. 


Criteria 

We expected to find that: 

e the organization of activities and the distribution of resources reflect the inherent risks and Ligeeeke the 
efficiency and effectiveness of the overall process; 


e activities are integrated and co-ordinated in such a way as to optimize the sharing of the information and 
skills required for decision making; : 


e there are procedures to ensure that qualified staff are hired and retained to perform the various duties; 
e staff have tools and relevant information for decision making; 


e there are processes that make it possible to closely monitor operational performance, compliance with 
authorities, and the results obtained; and 


e the information intended for Parliament is relevant, reliable and understandable. 


Audit team 


Roch Cholette 
Martin Dompierre 
Denis Labelle 

Alain Soubliére 
Suzanne Therrien 
Chantal Thibaudeau 


For information, please contact Serge Gaudet, the responsible auditor. 
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Chapter 26 


Canada Labour Relations Board 


The audit work reported in this chapter was conducted in accordance with the legislative 
mandate, policies and practices of the Office of the Auditor General. These policies and 
practices embrace the standards recommended by the Public Sector Accounting and 
Auditing Board (PSAAB) of the Canadian Institute of Chartered Sees The 
numbered paragraphs in bold face represent recommendations. 
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Assistant Auditor General: David Rattray 
Responsible Auditor: Alan Gilmore 


Main Points 


26.1 In our May 1995 Report chapter on ethics awareness in the federal government, we proposed that the 
guiding principle for public office holders be that “public service is a public trust.” The object of the government’s 
Conflict of Interest and Post-Employment Code for Public Office Holders is to “enhance public confidence in the 
integrity of public office holders and the decision-making process in government.” We agreed with the general 
principles of the Code. Of particular relevance to our present audit is the principle that “public office holders have 
an obligation to perform their official duties and arrange their private affairs in a manner that will bear the closest 
public scrutiny, an obligation that is not fully discharged by simply acting within the law.” 


26.2 We found that certain financial practices of the Canada Labour Relations Board (CLRB) would not “bear 
the closest public scrutiny”. Recent reviews of the Board have consistently found major organizational and 
performance problems resulting, in large part, from an ongoing conflict between the Chair and the Vice-Chairs 
over control of the work of the Board. 


26.3 This dispute has contributed to the undermining of financial and management controls over case 
processing and scheduling and over travel expenditures. Proposed legislation that failed to pass in the Senate 
before Parliament was dissolved in April 1997 would have given the Chair authority for “supervision and direction 
over the work of the Board.” 


26.4 _ After their terms as board members have expired, former board members continue to hear ongoing cases 
with which they have been involved. However, clear time frames for completing hearings and writing decisions 
are not established. The cost effectiveness of this type of open-ended appointment of former members is 
questionable. During the period April 1989 to March 1997, about $1.7 million was spent for former board 
members to continue to hear cases. This is equivalent to paying about 14 full-time board members for one year. 
When their terms expired, a total of about $595,000 was paid to former board members in severance entitlements 
and for unused vacation leave. 


26.5 Until they were revised in January 1997, certain of the CLRB’s policies on reimbursement of travel 
expenses for accommodation, food and incidentals were not reasonable or consistent with legislative authority. We 
also concluded that the Chair’s pattern of expenditures on travel and hospitality is not reasonable. 


26.6 We make recommendations to address management and financial control problems in the Canada Labour 
Relations Board as well as systemic issues involving Governor in Council appointees. We also identify issues that 
we believe need to be brought to the attention of Parliament at this time. 
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Introduction 


26.7 Established in 1948, the Canada 
Labour Relations Board (CLRB) 
investigates, adjudicates and renders 
decisions on matters covered by the 
Canada Labour Code — for example, 
certification of bargaining agents and 
unfair labour practices such as failure to 
bargain in good faith. About 700,000 
workers fall under the jurisdiction of the 
Code; the majority are employed in 
railways, Crown corporations, airlines, 
chartered banks, interprovincial trucking, 
telecommunications, shipping and 
broadcasting. 


26.8 The CLRB as a division or branch 
of the federal government is subject to the 
Financial Administration Act and most 
Treasury Board regulations and policies. 
The CLRB consists of a Chair, five 
Vice-Chairs, and eight board members. All 
are appointed by the Governor in Council 
(GIC) for fixed terms. Board members hold 
office during good behaviour and are 
removable by the Governor in Council for 
cause. The Chair is the chief executive 
officer. The present Chair is appointed at 
the GIC-10 level for a term not exceeding 
10 years, with a salary range of $128,100 
to $155,800. The present Vice-Chairs are 
appointed at the GIC-9 level for a term not 
exceeding 10 years, with a salary range of 
$117,000 to $142,400. Other board 
members are appointed for five-year terms 
at the GIC-5 level, with a salary range of 
$80,100 to $94,500. The Board has a staff 
of about 94 public servants. It is located in 
Ottawa, but maintains regional offices in 
Vancouver, Winnipeg, Toronto, Dartmouth 
and Montréal. 


26.9 The CLRB’s Part II Estimates 
indicate that in 1995-96 it received about 
839 new files and disposed of about 826 
files; 440 files were pending at year end. 
Hearings are held throughout the country 
in both official languages. The Board’s 
total expenditures for 1997-98 are 
estimated at $8,901,000, including the 
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salaries of board members and employee 
benefits. An additional $2,601,000 in 
services will be provided to the Board 
without charge by other government 
agencies. 


Focus of the audit 


26.10 In April 1997, the government 
requested that the Office of the Auditor 
General review travel expenditures, 
allowances and benefits reimbursed to the 
Chairman and board members of the 
Canada Labour Relations Board. We 
agreed to conduct the audit pursuant to the 
Auditor General Act. Our audit objective 
was to determine whether the travel and 
hospitality expenditures of board members 
were consistent with legislation and policy 
and whether they were reasonable. We 
relied on recent major reviews of the Board 
to identify underlying organizational, 
performance and financial control 
problems that needed to be brought to the 
attention of Parliament at this time. Further 
details on the audit are in About the Audit 
at the end of the chapter. 


Observations and 
Recommendations 


Major Organizational and 
Performance Problems 


26.11 Prior to our audit there had been 
four major reviews of the Canada Labour 
Relations Board: the November 1993 
Organizational Review; the November 
1995 Workplace Climate Review; the 
January 1996 report of the Task Force on 
Part I of the Canada Labour Code, entitled 
Seeking a Balance: Review of Part I of the 
Canada Labour Code; and the December 
1996 internal audit of travel and 
professional services contracting, 
conducted by Human Resources 
Development Canada. The Organizational 
Review and the Workplace Climate Review 
were initiated by the Chair on the 
recommendation of senior staff of the 
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The ongoing conflict 
between the Chair and 
Vice-Chairs has had a 
profoundly negative 
impact on the working 
environment. 


Board. The findings of these reviews are 
significant and consistent. 


Ongoing Conflict between Chair 
and Vice-Chairs 


26.12 The 1993 Organizational Review 
found that the Chair and the Vice-Chairs 
did not agree on fundamental issues of 
control and authority. The Review stated: 


There are fundamental issues of 
authority with respect to implementing 
change to certain aspects of the case 
processing cycle such as the 
assignment of cases to Governor-in- 
Council personnel, selecting Board 
panels, and co-ordinating/scheduling 
panels to travel and hear cases. 


The Review concluded that the resolution 
of these issues of authority “requires 
further study by others and perhaps 
amendments to the Canada Labour Code.” 


26.13 The 1995 Workplace Climate 
Review found an ongoing conflict between 
the Chair and the Vice-Chairs over control 
of the Board. The Chairman holds that the 
Chair is the chief executive officer of the 
Board, pursuant to the authority provided 
by the Canada Labour Code and other 
enabling legislation such as the Financial 
Administration Act. The Vice-Chairs hold 
that, under the Code, the Board should 
operate as a corporation’s board of 
directors, with major decisions taken by 
vote. Legal opinions have been sought by 
both sides to support their respective 
positions. 


26.14 The Workplace Climate Review 
concluded, “The ongoing battle between 
the Vice-Chairs and the Chairman with 
regard to the role of the Vice-Chairs and 
the Chair has had a profoundly negative 
impact on the working environment. 
Interviewees provided an overwhelming 
abundance of information to illustrate their 
belief that the uncontained, unchecked 
behaviour of GICs and the Chairman’s 


office compound the atmosphere of 
discord.” 


26.15 Furthermore, the Review reported, 
“The fallout of this struggle is measured in 
human terms. Quite apart from the obvious 
reduction of individual productivity and 
efficiency, respondents expressed a range 
of frustration along a continuum stretching 
from impatience and irritation to deep 
psychological torment reportedly requiring 
therapy and medication.” 


26.16 Control over assigning members 
to panels to hear cases and over scheduling 
of cases was one of the major areas of 
conflict between the Chair and the 
Vice-Chairs. The Vice-Chairs believed that 
collectively they had the authority to assign 
cases to board members and to schedule 
cases for hearing. The Chair believed this 
authority was his. One of the consequences 
of this conflict was that during a six-week 
period from mid-April to May 1993, and 
again from September 1995 to December 
1995, the Vice-Chairs refused to accept 
new cases that were being processed under 
a new policy established by the Chair. 
However, they continued to work on cases 
already assigned. 


26.17 In 1995 the Chair and the 
Vice-Chairs brought the conflict between 
them to the attention of the ministers of 
Labour and of Justice, and the Privy 
Council Office. The Privy Council Office 
recommended a mediation process to 
resolve the conflict. 


26.18 The mediator’s October 1995 
memorandum to the parties concluded: 


In my mind, the stated issues 
confronting the C.L.R.B. are relatively 
simple ones which have been 
exacerbated by a variety of factors 
which have virtually destroyed 
co-operation and normal 
communications. In such a climate, it 
is not surprising that relatively minor 
issues become so dominant. In my 
view, therefore, the Case Management 
system is merely a symptom of a much 
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deeper malaise. Moreover, the 
polarized legal positions taken by the 
Chair and the Vice-Chairs are both 
extreme, and as with most polarized 
views, the truth lies somewhere in 
between. 


I believe that the problems of the 
C.L.R.B. are due to poor management 
practices, inadequate and 
paper-oriented communications, poor 
leadership from senior Members of the 
Board and a general lack of 
professionalism and accountability, 
which have created a climate which is 
at times venomous, harassing, 
stressful, and which undoubtedly is 
eroding morale, the quality and 
efficiency of the Board’s work, and the 
Board’s internal and external 
credibility and integrity. 


26.19 The 1996 report of the Task Force 
on Part I of the Canada Labour Code 
commented on the consequences of this 
conflict. It noted: 


Deeper problems at the Board surfaced 
publicly during our review. Articles 
appeared in the national newspapers. 
Vice-Chairs and some members 
refused to accept assignments under a 
new scheduling system introduced by 
the Chair, in an action some refer to as 
a strike. Court applications and 
complaints to the Canadian Judicial 
Council were threatened, launched and 
discussed publicly. 


26.20 About $203,000 of public funds 
was spent on legal fees for the Chair and 
Vice-Chairs before the conflict over 
assigning and scheduling cases was 


brought to an end. The mediator’s fees 
totalled $14,000. 


26.21 While the disagreement between 
the Chair and the Vice-Chairs over the case 
assignment and scheduling process has 
been resolved as a result of mediation, the 
underlying disagreement over their 
respective responsibilities remains. The 
1996 Task Force report concluded: 
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Canada Labour Relations Board 


Some of the problems with the present 
Board involve subtle but 
fundamentally different views of what 
the Board should be and how it should 
be run. These problems are rooted in 
the legislated structure of the Board, 
which fails to provide appropriate 
checks and balances. Two flaws are 
central. First, there is no clear 
delineation of executive powers within 
the Board. Second, the appointment 
process fails to ensure that Board 
appointees have the necessary skills, 
community respect and experience. 


26.22 In 1995 this Office reviewed the 
activities of the CLRB to determine if a 
full value-for-money audit was warranted. 
We brought the need to resolve the 
long-standing dispute to the attention of the 
Chair and the Department of Labour, and 
noted that legislation might be required to 
resolve it. We also recommended that the 
Board restate its mission and values and 
establish a code of conduct, and that 
internal audits of key operations be 
conducted. In particular, travel 
expenditures required immediate audit 
attention. 


Decisions were not 
being made in a timely 
manner. 


Inadequate Performance Level 


26.23 The 1996 Task Force review of 
the CLRB’s performance concluded that 
decisions were not being made in a timely 
manner. It noted, “Various audits, internal 
and external, conducted over the last few 
years, have created an awareness within the 
Board of just how long cases are taking and 
why. Despite this, little of substance has 
been achieved to reduce these figures in 
any appreciable way.” Exhibit 26.1 
presents information on the performance of 
the Board. 


26.24 The Task Force reported that the 
average time taken in 1994—95 to process a 
case without a hearing was 168 days, and 
with a hearing it was 389 days. We asked 
the CLRB for additional information on 
performance. The information indicates 
that progress has been made on reducing 
the average time taken to process a case 
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without a hearing. In 1995-96 and 
1996-97 the average processing time to 
hear a case without a hearing was reduced 
to about 127 days. However, the average 
time taken to process a case with a hearing 
has increased from 389 days in 1994-95 to 
399 days in 1995-96 and to 451 days in 
1996-97. 


26.25 The Task Force reported that the 
CLRB’s 17 full-time and former members 
sat in public hearings for a “total of only 
277 days” during the 1994—95 fiscal year. 
It also reported that “leaving aside those 
newly appointed or retiring Vice-Chairs, 
sitting days run from 33 to 65 days a year 
per Vice-Chair or Chair, an average of 48 
days per year or four sitting days per 
month per person.” The Task Force 
concluded that while it recognized that “the 
Board does much of its work without 
in-person hearings ... this is a surprisingly 
low amount of sitting time. It reinforces the 
many concerns raised about timeliness.” 


26.26 The Task Force did not find that 
the need for board members to travel 
explained the low amount of sitting time. 


Travel is one factor to be considered. 
However, as [the 1994-95 data show], 
about three quarters of the Board’s 
cases are heard in Quebec and Ontario 
within reasonable proximity of the 
National Capital Region. A large 
proportion of these cases are held in 


Ottawa, or in Montréal or Toronto, 
each within a one hour airflight from 
Ottawa. 


On average, in 1995-96 and 1996-97 
about two thirds of the Board’s cases were 
heard in Quebec and Ontario. 


26.27 The Task Force concluded, “The 
current level of performance is 
unacceptable to the community it serves 
and falls well short of what is possible with 
the resources at the Board’s disposal.” The 
Task Force recommended a number of 
major organizational changes to address 
this issue. We requested additional 
information from the CLRB on public and 
in camera sitting days. 


26.28 As indicated, during fiscal 
1994-95, board members sat in public 
hearings a total of 277 days. The time spent 
in public hearings by board members has 
not increased. In fiscal 1995—96 the 
Board’s 18 full-time and former members 
sat in public hearings a total of 217 days; in 
fiscal 1996-97 the Board’s 14 full-time and 
former members sat in public hearings for 
a total of 240 days. 


26.29 = In fiscal 1995-96, public hearing 
days ran from 18 to 50 days a year per 
Vice-Chair or Chair — an average of 34 
days per year or an average of 2.8 hearing 
days per month per person. In fiscal 
1996-97 public hearing days ran from 26 
to 57 days a year per Vice-Chair or Chair 


Exhibit 26.1 1994-95 1995-96 1996-97 
Information on Board | 
BOTANY Ola No. of full-time and former board members 17 18 14 
Performance 
Total public hearing days pelt ING! 240 
Range of sitting days of Chair and Vice-Chairs 33-65 18-50 26-57 
Average sitting days of Chair and Vice-Chairs 48 34 42 
Sitting days per month per person 4 2.8 35 
(Chair and Vice-Chairs) 
Days to process case without public hearings 168 126 128 
Days to process case with public hearings 389 399 451 
26-10 
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— an average of 42 days per year or an 
average of 3.5 hearing days per month per 
person. During the period April 1997 to 
September 1997 hearing days per 
Vice-Chair or Chair averaged 3.1 days per 
month per person. 


26.30 The majority of cases are heard by 


the CLRB without a public hearing. These — 


in camera hearings involve cases such as 
union certifications and revocations. 
Several meetings can be held in a single 
day. Meetings may last five minutes or 
several hours. The Board could provide us 
with information only on total meetings. It 
could not provide us with information on 
meetings per day. Therefore, we could not 
estimate the total number of in camera 
hearing days or the average number per 
person. 


Personal convenience appears to 
influence the scheduling of cases 


26.31 The 1995 Workplace Climate 
Review reported that certain board 
members were perceived to be scheduling 
“their work, particularly out-of-town work, 
around holidays or weekends ‘to suit their 
Own convenience’, rather than in an 
expedient and cost-effective manner for the 
organization.” 


26.32 The 1996 Task Force report also 
found that the current system of case 
scheduling “includes too much opportunity 
for the personal convenience of the Chair, 
Vice-Chairs and members to dictate 
scheduling matters.” The Task Force 
stated: 


We heard far too many concerns 
expressed, from parties as well as from 
persons within the Board, about 
personal interests taking precedence 
over the needs of the Board and its 
clients. Travel preferences in terms of 
time and location, scheduling conflicts 
with personal commitments, and 
preference as to which colleagues to 
travel with, are perceived as playing 
too large a role in the Board 
operations. Many of these complaints 
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are admittedly anecdotal. However, the 
volume and consistency of these 
concerns cannot be ignored because 
they are prejudicing the respect the 
Board needs to be effective. 


26.33 The Vice-Chairs of the CLRB do 
not agree with the findings of the reviews 
we have cited. Further, they believe “the 
Board has been operating well and 
efficiently” since the Board adopted the 
recommendations of the mediator in 
November 1995. However, as we have 
noted, recent reviews have consistently 
reported similar major organizational and 
performance problems in the CLRB. 


Policies deviated significantly from those 
of the government 


26.34 A significant consequence of the 
dispute between the Chair and the 
Vice-Chairs was that it reduced the Chair’s 
ability to act as deputy head of the Board 
for the purposes of the Financial 
Administration Act. The internal audit 
conducted by Human Resources 
Development Canada noted that the dispute 
reduced the authority of senior financial 
officers to resolve financial control issues. 


26.35 The internal audit also noted that 
there was a lack of understanding on the 
part of Governor in Council appointees of 
the role of the senior financial officer of the 
Board. The senior financial officer of a 
government entity is responsible for: 


e devising and implementing a financial 
management organization and processes in 
the entity; and 


e implementing policies and procedures 
that protect against violation of financial 
rules and principles, financial negligence, 
losses of assets or public money, and fraud. 


26.36 In 1996, Treasury Board policy 
was revised to require the senior financial 
officer to seek the advice of the Deputy 
Comptroller General “in the event that a 
senior financial officer is convinced that an 
action his or her deputy head is proposing 
will create significant financial risk or will 
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The authority of the 
Chair and the senior 
financial officer to 
resolve financial 
control issues has 
been reduced. 


violate either the spirit or the form of the 
financial requirements of any legislation, 
regulation, or government policy.” If the 
deputy head does not accept the advice 
offered by the senior financial officer, the 
deputy head must discuss the matter with 
the Comptroller General. 


26.37 We found that successive senior 
financial officers of the CLRB have 
advised the Chair and board members that 
CLRB practices deviated significantly from 
government policies. For example, in 1989 
the Chair was advised that the CLRB’s per 
diem policy for board members was not 
consistent with the Treasury Board 
policies. He was advised that the CLRB’s 
policies also deviated from government 
practices by: 


e providing for “full day and half day 
per diem allowances regardless of use of 
commercial accommodation”; 


e permitting the “accumulation and 
personal use of frequent flyer points”’; 


e allowing “open-ended use of long 
distance telephone calling cards”’; 


e giving “blanket approval to use 
personal vehicles for Ottawa-Montréal- 
Toronto trips at the higher rate of 
reimbursement”; 


e providing “free indoor parking spots 
for each appointee”; 


e allowing “flexible leave recording 
procedures leading to high cash payouts at 
the end of term for unused vacation leave”; 
and 


e permitting a “flexible approach to 
taking time off to compensate for overtime 
work on weekend travel.” 


The Chair was also advised that “the entire 
matter should be examined.” 


26.38 The Chair has tried to improve 
financial management of the CLRB. For 
example, in March 1994 he issued a set of 
standards for financial practices to improve 
efficiency and reduce costs. He noted that 
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the CLRB “must now address certain 
financial practices which do not comply 
with Treasury Board directives or with the 
spirit of the Government’s philosophy 
concerning the expenditure of taxpayers’ 
dollars.” He also noted, “Treasury Board 
has made clear to this Board and to other 
organizations that the status quo will not be 
tolerated with respect to the current level of 
expenditures. As Chief Executive Officer, 
it is my responsibility to ensure that the 
Government’s financial policies are 
respected.” 


26.39 We found that most of the Chair’s 
policies and the advice of senior financial 
officers on significant matters were not 
implemented, in large part because of the 
ongoing disagreement about control over 
the work of the Board and an apparent lack 
of understanding of the role of the senior 
financial officer. 


26.40 The Privy Council Office and 
the Treasury Board Secretariat should 
clearly explain to Governor in Council 
appointees, particularly those in small 
entities, the role of the deputy head and 
the senior financial officers under the 
Financial Administration Act and 
Treasury Board regulations and policies. 


Legislation would have given the Chair 
clear authority over the Board’s work 


26.41 As indicated above, the Chair and 
the Vice-Chairs’ disagreement over control 
of the Board’s work has had serious 
consequences. Recognizing that a 
legislative solution was required, in 
November 1996 the government 
introduced legislation that would have 
resolved the dispute by clearly granting the 
Chair authority over the work of the Board. 
However, the legislation was not passed by 
the Senate before dissolution of Parliament 
on 25 April 1997. 


26.42 
that: 


The proposed legislation provided 


The Chairperson is the chief executive 
officer of the Board and has 
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supervision over and direction of the 
work of the Board, including: 


(a) the assignment and reassignment of 
matters that the Board is seized of to 
panels; 


(b) the composition of panels and the 
assignment of Vice-Chairpersons to 
preside over panels; 


(c) the determination of the date, time, 
and place of hearings; 


(d) the conduct of work of the Board; 


(e) the management of the Board’s 
internal affairs; and 


(f) the duties of the staff of the Board. 


26.43 The government should take the 
necessary steps to reintroduce 
appropriate legislation to clarify 
responsibility for the work of the Board. 


Payment of legal expenses not consistent 
with authorities 


26.44 The Task Force noted that, as a 
result of the disagreement between the 
Chair and the Vice-Chairs, “court 
applications and complaints to the 
Canadian Judicial Council were threatened, 
launched and discussed publicly.” The 
Chair incurred legal expenses of about 
$132,000 for private counsel as a result of 
a threatened lawsuit by the Vice-Chairs. 
The Vice-Chairs incurred legal expenses of 
$71,000. These legal expenses were in 
addition to about $14,000 paid for the 
mediation process referred to in paragraph 
26.20. All the legal expenses were paid by 
the CLRB. 


26.45 The Chair approved the payment 
of his legal expenses under the Treasury 
Board Policy on Provision of Legal 
Assistance to Crown Servants. The 
Treasury Board Secretariat confirmed that 
this policy does apply to the Canada 
Labour Relations Board and to the Chair’s 
expenses. However, the policy requires that 
ministerial approval be obtained for 
payment of private legal expenses 
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exceeding $10,000. The Chair did not 
obtain the necessary ministerial approval 
for the payment of his $132,000 in legal 
fees. The CLRB did not have information 
on the hourly rates charged by most of the 
lawyers hired by the Chair and thus could 
not verify whether their rates conformed 
with the Department of Justice guideline of 
$200 per hour. The Department of Justice 
informed us that it would have had no 
authority to enforce the $200 hourly rate 
because it did not appoint the counsel. 


26.46 The CLRB also paid about 
$71,000 for the private legal fees of the 
Vice-Chairs using the Treasury Board ex 
gratia policy. An ex gratia payment is 
defined as “a payment made to anyone in 
the public interest for a loss or expenditure 
incurred for which there is no legal liability 
on the part of the Crown.” The CLRB used 
the ex gratia policy after concluding that 
the Treasury Board policy on legal 
assistance did not apply because it does not 
authorize payments for legal services when 
a public office holder initiates a lawsuit. 


26.47 The CLRB informed this Office 
that it believed the payment of these legal 
fees could be made under the Treasury 
Board policy on ex gratia payments 
because it was in the “public interest.” A 
memorandum from the mediator of the 
dispute, however, indicates that the 
“Vice-Chairs ask that the CLRB pay their 
legal fees as a condition of agreement” to a 
revised case management system and a 
resolution of the dispute. 


26.48 In our opinion, the CLRB did not 
have the authority to make the ex gratia 
payment to the Vice-Chairs for their legal 
fees. The Treasury Board policy on ex 
gratia payments clearly states that the 
policy “is not to be used to fill perceived 
gaps or compensate for the apparent 
limitations in any act, order, regulation, 
policy, agreement or other governing 
instruments...” The policy on legal 
assistance is intended to address 
compensation for legal expenses of Crown 
servants who are sued; it does not cover 
Crown servants who initiate claims. We do 
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The Task Force 
indicated that the 
appointment of former 
members should not 
be used as an 
end-of-term benefit for 
members returning to 
the private sector. 
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not believe that the CLRB had the 
authority to disregard this and compensate 
the Vice-Chairs using the ex gratia policy. 


26.49 The government should identify 
and promptly address major internal 
legal disputes in boards, commissions 
and councils. 


Questionable cost effectiveness of 
open-ended appointments of former 
members 


26.50 Former board members, on the 
recommendation of the Chair of the CLRB 
and the Minister of Labour, may continue 
to “carry out and complete any duties or 
responsibilities that the member would 
otherwise have had, if he had not ceased to 
be a member.” There is no fixed date for 
termination of services. 


26.51 The orders-in-council issued state 
that former board members will be paid a 
fixed “salary” for each day worked. From 
May 1989 to March 1997, the salaries per 
day ranged from $375 to $470 for former 
board members, $650 to $705 for former 
Vice-Chairs, and $750 to $775 for a former 
Chair. According to the Privy Council 
Office, the orders-in-council establish an 
employer-employee relationship. 


26.52 Normally, salary payments in such 
circumstances are made from the salary 
budgets of agencies and a tax receipt is 
issued. The CLRB pays the salaries of 
former board members from its budget for 
professional and special services. The 
former members invoice the Board for 
days worked on a case. Payments to some 
former board members are made out to 
firms. Tax receipts are issued only at the 
request of a former member. 


26.53 In our opinion, the CLRB does 
not have the authority to make salary 
payments to anyone other than the former 
board member identified in the 
order-in-council. Thus, the CLRB would 
properly make the salary payments with the 
appropriate income tax deductions directly 
to the former board member. 


26.54 During the period April 1989 to 
March 1997, about $1.7 million was paid 
to former board members for about 3,100 
days of service. About 650 days involved 
sitting in public hearings. Former board 
members are paid the same travel per diem 
as full-time members if travel is required to 
hear cases. About $221,000 was paid to 
former board members for travel expenses 
during the period April 1989 to March 
1997. This amount does not include airfare 
paid directly by the Board. Former board 
members also received about $595,000 in 
severance entitlements and for unused 
vacation leave when their terms as board 
members expired. 


26.55 In March 1994, the use of salary 
per diems was questioned by the Chair. He 
noted: 


The costs associated with per diems 
are expected to reach almost half a 
million dollars for 1993—94, enough to 
pay the salaries of four full-time 
members. The time has come to 
institute a managed approach to this 
budget item. For the first time 
Treasury Board has inquired as to how 
this item is managed and what policies 
exist to avoid abuse. They have also 
asked why this Board is the primary 
user Over similar agencies in allowing 
per diems once terms have expired. 
Unfortunately, no written policies exist 
which would deal with the valid 
concerns expressed by Treasury 
Board. 


26.56 The Chair also advised board 
members that the following practices 
would be adopted to address those 
concerns: 


Having consulted the Privy Council 
Office, our organization will be putting 
into practice the following concepts 
which should alleviate concerns about 
the manner in which the per diem 
budget is managed. A moratorium on 
the assignment of cases will be 
imposed three months before the end 
of a GIC’s term, exceptions are to be 
approved by the Chairman. The 
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assignment of GICs to any potentially 
long-term case must have the 
Chairman’s approval, where the GIC is 
entering the final six months of the 
appointment term. At the end of the 
GIC’s term, any cases with which the 
member has not been unequivocally 
seized may be reassigned by the 
Chairman, depending upon the needs 
of the organization....Members who 
are on per diems must not be asked to 
write majority decisions for the panel. 


26.57 These policies were not 
implemented and the 1996 report of the 
Task Force reiterated the concerns. The 
Task Force stated: 


Section 11 of the Code allows board 
members to continue to sit on cases 
after the expiry of their appointments. 
This has led to the practice of 
assigning some members to numerous 
hearings just before the end of their 
terms. In the past, this has been a 
precaution against delays in the 
appointment of new members. 
However, it should not be used as an 
end-of-term benefit for members 
returning to the private sector. The 
numbers of such assignments and their 
cost suggest that this power has been 
overused in situations where current 
appointees remain under-utilized. 


26.58 The government should make 
the continued appointment of former 
members of entities like the Board 
subject to specific guidelines that do not 
allow for their tenure to continue for 
more than a reasonable period. 


Travel by Board Members 


Long-standing confusion and concern 
about travel expenditures 


26.59 There has been a lengthy debate 
as to whether the Treasury Board travel and 
hospitality policies apply to the Canada 
Labour Relations Board. In 1996, in 
response to a recommendation by our 
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Office, an audit of travel expenditures of 
the Board was conducted by the internal 
audit bureau of Human Resources 
Development Canada. The audit 
concluded: 


All CLRB travel clearly falls under the 
TB Travel Directive. Accordingly, 
actual expenses are to be reimbursed 
up to an amount judged by the 
employer to be reasonable. Although 
they have full discretion in some areas, 
the Chairman and the Vice-Chairs are 
also subject to the general principles of 
the Travel Directive, including 
economy and reasonableness of 
expenses. 


26.60 As aresult, in January 1997, the 
current Chair revised the travel policies 
relating to board members, noting that the 
Chair “did not have the proper authority to 
replace TB Travel Directives with a per 
diem system which pays more than is 
allowed in the directives.” He terminated 
the per diem policy and instituted practices 
that comply with Treasury Board 
directives. 


26.61 In light of the controversy and its 

implications, we reviewed the applicability 
of the Treasury Board travel policies to the 
members of the Board of the CLRB. 


The general principles of the Treasury 
Board Travel Directive are not clearly 
specified 


26.62 As indicated, the 1996 internal 
audit concluded that all CLRB travel is 
subject to Treasury Board policies. The 
Treasury Board is responsible for 
establishing the terms and conditions of 
employment for full-time Governor in 
Council appointees. The Privy Council 
Office publishes a booklet that summarizes 
and communicates these policies to 
Governor in Council appointees. The Privy 
Council Office revised its booklet in June 
1997. The booklet’s summary of the 
Treasury Board policy on business travel 
expenditures for full-time Governor in 
Council appointees is: 
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The “general 
principles” of the 
Treasury Board Travel 
Directive are scattered 
throughout the 
Directive. 


it is not acceptable to 
use the discretion 
provided for setting 
policies to create 
unreasonable 
entitlements to 
additional funds. 


Deputy Ministers (DM 1-3) and 
appointees at the GIC 9-11 levels may 
use business class air travel. They may 
claim expenses in excess of the per 
diems, based on receipts subject to the 
general principles specified in the 
Travel Directive (i.e., commercial 
accommodation, telephone calls, meals 
and incidentals). 


26.63 It should be noted that Privy 
Council Office booklet states that travel 
expenses claimed must be based on 
receipts and are “‘subject to the general 
principles specified in the [Treasury Board] 
Travel Directive.” In reviewing the 
Treasury Board Travel Directive, we found 
that there is no section summarizing its 
“general principles”; rather, the principles 
are scattered throughout the policy and 
require that inferences be made as to what 
the standard may be. In addition, the 
Treasury Board Special Travel Authorities 
state that Governor in Council appointees 
have “full discretion” in making travel 
expenditures subject to the “general 
principles”. The inclusion of the phrase 
“full discretion” creates additional 
confusion. 


26.64 The Treasury Board Secretariat 
should clearly specify the “general 
principles” that guide travel 
expenditures of senior Governor in 
Council appointees. 


CLRB has the legislative authority to 
make its own travel policies 


26.65 In July 1997, as the result of 
further inquiries, the Treasury Board 
Secretariat confirmed that the CLRB has 
the legislative authority to make its own 
travel policies for its Governor in Council 
appointees without the approval of the 
Treasury Board. The CLRB can also make 
its own hospitality policies for hospitality 
expenses incurred when board members 
are away from their ordinary place of 
residence. 


26.66 The CLRB’s legislative authority 
to make its own travel and hospitality 


policies is contained in section 12 of the 
Canada Labour Code, which states: 


Each member of the Board and person 
carrying out duties or responsibilities 
under section 11 (a) shall be paid a 
salary to be fixed by the Governor in 
Council; and (b) is entitled to be paid 
reasonable travel and other expenses 
incurred by him while absent from his 
ordinary place of residence in the 
course of his duties under this Part. 


As discussed below, at times the CLRB has 
not used relevant authorities in an 
appropriate manner. 


Certain questionable expenditures by 
board members 


26.67 The government’s Conflict of 
Interest and Post-Employment Code for 
Public Office Holders states, “Public office 
holders have an obligation to perform their 
official duties and arrange their private 
affairs in a manner that will bear the closest 
public scrutiny, an obligation that is not 
fully discharged by simply acting within 
the law.” 


26.68 The Treasury Board policies on 
travel and hospitality by deputy ministers 
and Governor in Council appointees, as 
well as the travel policies of entities that 
have the authority to establish their own, 
reflect the status of the individuals and the 
level of their responsibilities in 
government. However, the government 
clearly expects these individuals to use 
sound judgment when incurring expenses. 
It also clearly expects the entities to use 
sound judgment in establishing travel and 
hospitality policies that vary from those of 
the Treasury Board. It is not acceptable to 
use the discretion provided as a means of 
creating unreasonable entitlements to 
additional funds. 


26.69 It should be noted that section 12 
of the Canada Labour Code authorizes the 
payment of travel and other expenses 
subject to three conditions: the expenses 


must be “reasonable,” “incurred,” and take 
place while a board member is “absent 
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from his ordinary place of residence in the 
course of his duties.” 


26.70 Exhibit 26.2 presents the CLRB’s 
travel per diem rates for board members 
from 1978 to March 1997. In January 
1978, using the above authority, the 
Canada Labour Relations Board 
established its own travel policy for board 
members, which allowed a $65 per diem 
for food and commercial accommodation. 
No receipts were required. In January 1986 
the per diem was increased to $125. In 
January 1987 an amendment of the policy 
deleted the requirement to use commercial 
accommodation in order to claim full per 
diem. The policy change allowed board 
members to claim the full per diem 
whether they stayed in private 
accommodation or commercial 
accommodation. 

26.71 The new policy stated: 


For example, if the individual chooses 
to stay at the “Y” instead of ina 
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26.73 Throughout his tenure, the Chair 
has always claimed actual expenses 
incurred during business travel. He has 
relied on the Treasury Board policies on 
travel and hospitality for deputy ministers 
and Governor in Council appointees at 
levels 9 to 11 to make these claims. 


26.74 The Treasury Board Secretariat’s 
confirmation that the CLRB can make its 
own travel and hospitality compensation 
policies means that the Board can adopt the 
policies of the Treasury Board or vary them 
as it decides. However, the CLRB cannot 
vary the Treasury Board hospitality policy 
for hospitality expenses incurred when 
board members are in the area of their 
ordinary place of residence. Generally, the 
ordinary place of residence of board 
members is the National Capital Region. 


26.75 We requested information from 52 
comparable federal boards, commissions 


Exhibit 26.2 


Canada Labour Relations Board Per Diem by Time Period 


commercial hotel and thereby oo / Commercial Private 
minimizes accommodation expenses, Time Period Accommodation Accommodation 
that is his or her business and is not to Se ememprs i oe care 
affect the size of the payment of the a dic 
per diem — and will not be Oct 78 — Oct 79 $70.00 $35.00 
questioned. Likewise, members or Nov 79 — Feb 81 $78.00 $39.00 
vice-chairmen using expensive 
facilities or incurring other expenses Mar 81 — Jan 82 $90.00 $45.00 
while away on Board business, which Feb 82 — June 84 $100.00 $50.00 
end up being more costly than the 
P e : y July 84 — Dec 85 $115.00 $60.00 
amount of the per diem, cannot expect 
reimbursement. Jan 86 — Dec 86 $125.00 $80.00 
Jan 87 — April 88 $125.00 $125.00 
26.7 2 The current Chair was appointed May 88 —Jan 90 Aes $150.00 
in May 1989. In March 1994 he reinstated 
the requirement to use commercial Feb 90 — Jan 91 $170.00 $170.00 
accommodation to be able to claim the full Ren Ole Manes $180.00 $180.00 
per diem of $180, and provided for a per as Saye 
diem of $80 if private accommodation Mar 94 — Jan 97 ae 
were used or if no accommodation were Jan 97 — Mar 97 $49.50" $47.50" 
needed. These claims could be made | $13.50 
without receipts being provided. This Nie. 
policy remained the same until January Feo rey Hts 
1997 when the Board adopted the Treasury = ** judges meals and incidentals 
Board travel policies for public servants. *“** allowance for private accommodation 
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Without receipts being 
provided, the CLRB 
could not ensure that 
expenses had been 
incurred. 


The CLRB was 
informed that its per 
diem policy was 
“totally contrary” to 
that of the 
government. 


and councils on the travel and leave 
reporting policies for their Governor in 
Council appointees. Thirty-six entities have 
legislative authority for travel expenditures 
that is similar to section 12 of the Canada 
Labour Code. Only 6 of the 36 entities 
have established travel policies for their 
Governor in Council appointees that differ 
from the Treasury Board’s travel policies. 


Overall, the CLRB travel expense policy 
for board members was not reasonable 


26.76 To assess the reasonableness of 
the CLRB’s travel allowance policy for 
board members on accommodation, food 
and incidentals, we compared it with the 
policies of the Treasury Board and 
comparable entities. In January 1997 the 
CLRB, as a result of the internal audit, 
adopted the Treasury Board rates as a basis 
for payment of travel expenses. 


26.77 ‘In our opinion, the following 
elements of the CLRB’s travel expense 
policies and practices for board members 
were not reasonable: 


e during the period January 1987 to 
March 1994, board members were allowed 
to receive the $125 to $180 per diem while 
staying in private accommodation; 


e commercial accommodation expenses 
were reimbursed without receipts; 


¢ food and incidental expenses of $80 
were payable without receipts; 


e payments for food have been made 
when meals have already been eaten before 
departure or served on airplanes or trains; 
and 


e air travel points collected as a result 
of government business were not 
segregated from those obtained as a result 
of personal expenditures, and have been 
used for personal travel. 


26.78 We also do not believe that the 
CLRB’s policies were consistent with the 
provision of section 12 requiring that to be 
reimbursed, expenses must have been 


“incurred”. Without receipts being 
provided, the CLRB could not ensure that 
expenses had been incurred. We note that 
in May 1994, Revenue Canada advised the 
Treasury Board Secretariat that if a fixed 
per diem travel allowance is “found to be 
unreasonably high” it may be taxable. 


26.79 Until January 1997, the amount of 
the CLRB’s per diem for board members 
was higher than that of most comparable 
entities. All of these entities require 
receipts for commercial accommodation. 
Members of provincial labour relations 
boards, with the exception of one board, 
are paid the same for travel expenses as 
public servants. Members of most of the 
similar boards at the national level in the 
United States, the United Kingdom, New 
Zealand and Australia are also paid the 
same for travel expenses as public servants. 


Unreasonable past use of per diem by 
board members 


26.80 During the period April 1989 to 
March 1994, the CLRB’s per diem policy 
allowed board members to claim the full 
per diem, ranging from $150 to $180, 
whether or not they stayed in commercial 
accommodation. During this period about 
$675,200 was paid in per diems to board 
members for travel expenses. Exhibit 26.3 
compares CLRB policies with those of the 
Treasury Board and comparable entities on 
payments for travel expenses when staying 
in private accommodation. 


26.81 During the period April 1989 to 
March 1994, Governor in Council 
appointees in entities comparable with the 
CLRB received a total of $38.95 to $66.50 
per day for food and incidentals and $13.50 
to $18.00 defray expenses for private 
accommodation. 


26.82 In September 1990 the senior 
financial officer of the CLRB wrote to the 
Chair questioning the reasonableness of the 
CLRB’s per diem policy with respect to 
private accommodation. Of specific 
concern was: 


...the manner in which the per diem is 
administered when [Governor in 
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Council appointees] travel and stay 
with family and friends. The [Treasury 
Board] approach would provide a 
token amount while the CLRB 
approach provides the full day per 
diem....It is argued that the per diem in 
this instance is a form of ‘honorarium’ 
to be used by the traveller as seen fit. 
Whatever the case, the practice is 
totally contrary to the government’s 
approach and that of the Privy 
Council. The CLRB would be in a 
tight corner if its approach were to 
become public knowledge. 


26.83 The December 1996 internal audit 
conducted by Human Resources 
Development Canada also concluded, 
“There is considerable evidence that the 
current per diem rate is not in line with 
[ensuring that travel is funded in the] most 
economical manner.” 


26.84 Because board members were not 
required to submit hotel receipts, we could 
not readily estimate the number of days 

that they stayed in private accommodation 
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and received the full $180 per diem. 
However, board members obtained a major 
benefit if they did not stay in commercial 
accommodation. This benefit may have 
been taxable. 


CLRB policy on payment of per diems 


for food is not reasonable 


26.85 The payments for food were paid 
to board members without taking into 
account the time of departure for a hearing 
or whether meals were served on flights. 
Deductions from the $150 to $180 per 
diem were not made for meals already 
taken or served on airplanes or trains. We 
estimate this practice resulted in about 
$127,000 in additional payments based on 
Treasury Board meal rates for public 
servants. The six entities that have 
established their own travel policies deduct 
payments for meals already taken or served 
on airplanes or trains. The CLRB’s 
September 1997 travel policy permits 
board members “to eat and claim for meals 
notwithstanding that a meal was served 
during their flight or train travel.” 


Exhibit 26.3 


Comparison of CLRB Allowances When Staying in Private Accommodation with Allowances 


for Public Servants and Governor in Council Appointees in Comparable Entities 


il April 1989 to April 1994 to January 1997 to 
March 1994 15 January 1997 March 1997 
Canada Labour Relations Board 
Food and Incidentals ; $ 47.55 
Private Accommodation } $ 150—$ 180 } $ 80.00 $ 13.50 


Public Servants! 


Food and Incidentals2 
Private Accommodation 


$ 38.95 — $ 44.75 
$ 13.50 


$ 45.05 — $ 47.55 
$ 13.50 


$ 47.55 
$ 13.50 


GICs in comparable entities 


Food and Incidentals 
Private Accommodation 


$ 38.95 — $ 66.50 
$ 13.50 —$ 18.00 


$ 45.05 — $ 66.50 
$ 13.50 — $ 18.00 


$ 47.55 — $ 66.50 
$ 13.50 — $ 18.00 


Note 


| Public servants in government departments and agencies 


2 Includes allowance for incidentals when staying in private accommodation 
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Until January 1997, the 
CLRB's per diem was 
higher than 
comparable federal 
entities. 


CLRB was advised to terminate its 
travel expense practices 


26.86 The Vice-Chairs informed us that 
“all these [travel] expenses have been 
incurred, approved, and reimbursed in 
accordance with existing policies, all of 
which were known to government 
authorities and the Treasury Board in 
particular.” However, the documentation 
that we reviewed indicates that government 
authorities did not approve of the CLRB’s 
travel policies and that the authorities 
advised the CLRB to terminate its travel 
expense practices. 


26.87 In March 1994 the Chair informed 
the Vice-Chairs that the “Treasury Board 
has made clear to this Board and to other 
organizations that the status quo will not be 
tolerated with respect to the current level of 
expenditures.” As a result, he informed 
them he was revising certain CLRB 
financial practices, including travel policies 
for board members. 


26.88 In April 1995 the Chair informed 
the Vice-Chairs that the per diem in effect 
at the CLRB for board members “‘is 
considerably higher than in effect 
elsewhere in the public service.” He also 
informed them that “the auditors have 
expressed concerns that the Board pays out 
close to $240K in expense per diems 
without any receipts” and that there was 
further concern that “‘a portion of the per 
diem amount which may exceed Revenue 
Canada guidelines on allowances for 
travel” may be taxable. 


26.89 The Vice-Chairs informed us that 
they “have now reached an accommodation 
with the Chair with respect to [travel] 
expenses [in a manner] that is in 
accordance” with the July 1997 advice 
from the Treasury Board Secretariat. The 


agreement was reached on 15 September 
19978 
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Other Financial Concerns 


Collection and use of air travel points is 
questionable 


26.90 The Treasury Board Secretariat 
informed us that the government’s policy 
on collecting air travel points applies to the 
CLRB. The Treasury Board policy permits 
the collection and use of air travel points 
for business purposes only under an overall 
departmental plan. In 1994, the Chair 
issued a policy stating that board members 
could not collect air travel points or must 
use any points collected for CLRB business 
travel. We found that some board members, 
including the Chair, had collected air travel 
points on government business travel and 
had neither declared them nor segregated 
them from air travel points collected on 
personal travel. 


Other Questionable Payments 


26.91 As indicated, we reviewed travel 
and hospitality expenses of board members 
during the period April 1989 to March 
1997. We found instances of specific 
payments to board members that we 
believe are not consistent with government 
financial rules. These payments included 
duplicate payments for meals, errors in 
recording of vacation leave, and 
commissions for sale and purchase of 
assets. 


26.92 We reviewed the system for 
recording vacation leave. Until April 1996, 
leave taken was recorded manually by staff 
in the Chair’s office rather than by the 
CLRB’s administrative services. The 
CLRB has informed us that because there 
was no formal system for recording 
vacation leave or providing compensatory 
leave, some of the leave issues we raised 
could not be resolved. Errors due to 
clerical mistakes are being corrected. 
Certain of our other financial concerns had 
not been resolved at the time of writing. 


26.93 Most comparable federal 
government entities have a formal system, 
administered by their human resources 
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function, for recording vacation and 
compensatory leave of Governor in 
Council appointees. The CLRB adopted 
this practice in April 1996. 


Accountability Needs to Be 
Improved 


26.94 Members of the CLRB and 
similar quasi-judicial agencies must be able 
to make decisions independently of 
government as well as be perceived to be 
able to do so. The provision of legislative 
authority to make their own travel and 
hospitality policies is one of the 
institutional protections that support this 
independence. It protects members from 
being limited in hearing cases when travel 
expense allowances approved by the 
government are inadequate. However, the 
need for independence must be balanced by 
appropriate review procedures and 
accountability to Parliament. 


26.95 The government should propose 
legislation to Parliament containing 
guidelines for travel and hospitality 
expenditures by entities with the 
authority to establish their own policies 
for such expenditures. 


26.96 The government should require 
that: 


¢ entities that establish their own 
travel and hospitality policies publish for 
review by Parliament these policies and 
the resulting additional costs in 
comparison with Treasury Board 
policies for public servants; and 


e the travel and hospitality expense 
claims of Governor in Council 
appointees in small agencies that 
establish their own travel and hospitality 
policies be reviewed and approved by a 
central financial function. 


Se 
Canada Labour Relations Board 


Chair's Travel and Hospitality 


Pattern of food and hospitality 
expenditures not reasonable 


26.97 As we have indicated, the Chair 
claims reimbursement of actual travel and 
hospitality expenses. We found that the 
Chair’s pattern of travel and hospitality 
expenses is not reasonable. The senior 
financial officer of the CLRB had 
questioned the appropriateness of the 
Chair’s travel and hospitality expenses. 


26.98 Accommodation expenses. 
Exhibit 26.4 presents the cost of the 
Chair’s accommodation in comparison 
with that of public servants who travelled 
to the same location with a board member. 
Overall, the Chair’s accommodation costs 
are significantly higher than those of public 
servants. For example, the Chair’s 
accommodation cost per night in Canada 
during the period May 1989 to March 1996 
ranged from $59 to $375. During this 
period, the accommodation costs of public 
servants at the same locations as the Chair 
ranged from $52 to $168. 


26.99 Food expenses. Exhibit 26.5 
presents the Chair’s food expenses in North 
America when hospitality was not 
extended. From his appointment on 1 May 
1989 to 31 March 1997, the Chair claimed 


Exhibit 26.4 


Chair's Accommodation Expenses Compared 
with Expenses of Public Servants in the CLRB 


Range of Expenses 
Chair Public Servants 
in CLRB 
ae 
A. Canada 
May 1989-—March 1996 $59 — $375 $52 — $168 
April 1996 — March 1997 $84 — $328 $71 — $216 
B. Europe | 
May 1989-March 1996 $130 — $717 n/a 
April 1996 — March 1997 $485 — $515 n/a 


n/a_ Not applicable. CLRB public servants did not travel to Europe. 
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a total of $70,700 for about 1,400 meals in 
North America. During this period, a 
public servant could claim from $6.70 to 
$8.80 for breakfast expenses; the average 
claimed by the Chair for breakfast is 
$16.86. For lunch a public servant could 
claim from $8.50 to $9.40; the average 
claimed for lunch by the Chair is $38.56. 
For dinner a public servant could claim 
from $19.75 to $25.00; the average 
claimed for dinner by the Chair is $91.13. 
The Chair submits only credit card slips or 
one-line total expenses on a hotel bill. 


26.100 If the Chair had been subject to 
the Treasury Board rules for public 
servants, his claims for the meals would 
have been about $19,400 rather than 
$70,700. The cost of about 1,050 of these 
meals exceeded Treasury Board rates by 
100 percent or more, for an incremental 
cost of about $42,400. 


26.101 Hospitality expenses. The Privy 
Council Office’s summary of the Treasury 
Board policy on hospitality expenditures 
states: 


Expenditure of public money for 
hospitality is strictly limited to 
initiatives that facilitate operational 


Exhibit 26.5 


Chair's Food Expenses When Hospitality Not Provided Compared with 
Treasury Board Allowances for Public Servants 


(May 1989 to March 1997) 

LA Cot of Meals | Chair! Public Servants” 
Breakfast 1 $17 $6.70 — $8.80 
Lunch $39 $8.50 — $9.40 
Dinner $91 $19.75 — $25.00 

| B. Cost of Meals Occasions Cost 
Total Meals: 1,400 $70,700 

Above TB rates 1,300 $51,000 
100% above TB rates 1,050 $42,400 


Average cost of meals 


i) 


The range of allowances allowed for public servants during period May 1989 
to March 1997 under Treasury Board policies 


objectives or comply with the 
requirements of courtesy or protocol. 
Generally, hospitality expenditures are 
reimbursed only when recipients are 
not government employees and the 
occasion marks important meetings, 
conferences and ceremonies. 


26.102 The Chair claimed hospitality 
expenses on 564 occasions, for lunch and 
dinner in North America during the period 
1 May 1989 to 31 March 1997, for a total 
of about $74,400. During this period, 
public servants were allowed to spend, on 
an unusual and non-recurring basis, a 
maximum of $25.50 to $28.20 per person 
for lunch, and from $51.84 to $65.63 per 
person for dinner. The Chair’s average per 
person lunch hospitality cost was about $46 
and his average per person dinner 
hospitality cost was about $93. 

Exhibit 26.6 presents the Chair’s 
hospitality expenses in North America. 


26.103 The Chair’s hospitality expenses 
exceeded the maximum Treasury Board per 
person lunch and dinner hospitality rates 
allowed public servants by more than 100 
percent on 132 occasions. The total cost for 
the 132 occasions was about $24,900. The 
portion of the cost resulting from the 
Treasury Board rates being exceeded by 
more than 100 percent was $15,100. 


26.104 The Treasury Board hospitality 
policy applies to the Chair in the National 
Capital Region, his ordinary place of 
residence. In this Region the Chair spent 
about $29,000 on hospitality, primarily on 
lunch with certain CLRB public servants 
and board members. The average per 
person lunch hospitality cost was about 
$45. As noted above, the maximum lunch 
hospitality allowance for public servants 
ranged from $25.50 to $28.20. 


26.105 During the period June 1991 to 
March 1996, the Chair travelled to Europe 
and spent about $3,690 on hospitality. The 
average per person cost for lunch was 
about $180; the average per person cost for 
dinner was about $195. 
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26.106 Review by Ethics Counsellor. 
The Prime Minister requested that the 
Ethics Counsellor review allegations that 
the Chair may have met improperly with a 
number of railway management 
representatives during hearings before the 
Canada Labour Relations Board during 
1990-92. In July 1997, the Minister of 
Labour stated in a press release that the 
Ethics Counsellor had found “no substance 
to the allegations of impropriety but was 
concerned that the CLRB lacks written 
procedures outlining appropriate behaviour 
for board members in their dealings with 
company and union representatives when 
hearings are underway.” The Ethics 
Counsellor “strongly recommended that the 
CLRB establish written guidelines as soon 
as possible.” The Minister “accepted the 
Ethics Counsellor’s conclusions and 
strongly endorsed his recommendation that 
guidelines be established...” At the time of 
writing, these guidelines had not yet been 
developed. 


26.107 The Chair mixes personal and 
government collection and use of air 
travel points. The Chair provided us with 
information on air travel points collected 
and used. The Chair states that he has 
collected and used a significant number of 
air travel points for personal and 
government business since being appointed 
to the Board in May 1989. 


26.108 The air travel points collected by 
the Chair as a result of government 
business travel were not declared and 
segregated from those collected as a result 
of private travel. Therefore, we could not 
verify the specific amount of air travel 
points earned as a result of government 
travel and used by the Chair. The Chair 
explained that he used the air travel points 
resulting from government travel for 
spousal representational purposes at events 
in other countries. Since the Chair did not 
obtain the required approval from the 
Minister of Labour for the representational 
function, we believe that the Chair’s 
authority to use the points for these 
purposes is questionable. 
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26.109 Non-business use of government 
telephone calling card and taxi chits. We 
found that the Chair’s government 
telephone calling card and taxi chits had 
been used for non-business purposes. As a 
result of our audit the Chair has reimbursed 
the government a total of about $1,900 for 
the taxi and telephone calling card 
expenditures. 


26.110 Recording of Chair’s vacation 
leave is inaccurate. We found that about 
36 days of leave that the Chair took or was 
paid for were not recorded in his leave 
records in his office. The senior financial 
officer of the CLRB has confirmed our 
observations and the Chair is reviewing his 
records. 


26.111 Expenses for National Academy 
of Arbitrators. The Chair has been an 
official of the National Academy of 
Arbitrators, including President, for several 
years. The Chair attended 28 meetings 
involving the Academy. The total cost paid 
by the Board for these trips is about 
$53,200, excluding costs directly 
associated with conferences. His average 
accommodation cost per night was about 
$280. About $7,000 was spent on 
hospitality; the average per person 
hospitality cost was about $130. The 
National Academy of Arbitrators informed 
us that as a general practice the expenses 
incurred by its officers are paid by the 


Exhibit 26.6 


Chair's Hospitality Expenses in North America Compared with Maximum 
Treasury Board Allowances 


(May 1989 to March 1997) 
Cost of Hospitality Chair! Public Servants” 
Lunch $46 $25.50 — $28.20 
Dinner $93 $51.84 — $65.63 | 


| Average cost of hospitality 


tw 


The range of maximum hospitality allowances, on an unusual and non-recurring 
basis, for public servants during the period May 1989 
to March 1997 under Treasury Board policies 
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officers themselves, by their employers, or 
by other parties. 


Canadian Labour Relations Board’s 
response: The [chapter] is essentially 
accurate in its account of the history of 
internal conflict at the Board, and with 
respect to its failure to achieve acceptable 
productivity and efficiency in its 
adjudicative work. There have, however, 
been substantial achievements in the 
administration of this institution during my 
term. These include the successful 
reduction in the Board’s budget by more 
than 15 percent and the reduction in head 
office administration by 25 percent at a 
minimum cost in human terms; the recent 
setting of performance standards in 
operations and adjudications and other 
initiatives... as well as the completion, over 
the past few years, of major cases involving 
national employers and requiring massive 
revision of bargaining unit structures 
across Canada. 


The [chapter] makes a number of 
recommendations (in paragraphs 26.43; 
.49; 58; .64; .95 and .96). These would 
affect both the adjudicative and financial 
administration of the Board. I agree with 
these recommendations. Each of them 
embodies or is consistent with a change 
which I have sought to have accepted since 
shortly after my arrival at the Board. Had I 
been able to carry out these changes the 
Board’s performance could have been 
improved dramatically. I have had little 
support in this effort. I welcome the 
changes that are contained in the proposed 
legislation. 


The [legal] expenses to which the 
[chapter] refers were paid to various 
counsel over a considerable period of time 
to obtain clarification of the authority of 
the Chairman as Chief Executive Officer in 
the adjudicative administration of the 
Board. The expenditures were made to 
rationalize and improve the Board’s 
operations. As the [chapter] notes, there 
has been a systemic failure at the Board for 
a very long period of time. I inherited the 


situation, I sought to change it, and I met 
resistance. Legal advice to me in my 
capacity as Chairman of the Board was 
essential. 


The legal advice which I obtained was not 
for my “private” defence. It was not 
covered either by the terms or the intent of 
the government's policy. The Vice-Chairs 
resorted to litigation. It did not proceed. 
The “ex gratia” payment in respect of legal 
costs incurred by Vice-Chairs was part of a 
“settlement” reached in the public interest 
with the aid of a mediator in order to put 
an end to job actions being taken by the 
Vice-Chairs, one of whom had even refused 
to handle an urgent unlawful strike 
application. The mediation process was put 
in motion by the then Minister of Labour. 
The Board co-operated with the mediator 
and the process. 


In the [chapter] ... the “conclusion” is 
stated that “the Chairman’s pattern of 
expenditures on travel and hospitality is 
not reasonable”. I do not accept that the 
expenditures were unreasonable. 


I agree that the standard to be applied is 
one of “reasonableness”. It is clear that a 
broad discretion exists in the case of a 
deputy head. This is clear both from the 
legislation and all applicable regulations. 
The [chapter] itself recognizes the special 
status of the deputy head position. 
Unreasonableness must be determined by 
reference to the responsibilities and 
functions of the Chairman of the Canada 
Labour Relations Board. 


The work of the Chairman has three main 
aspects. First, he or she has an overall 
responsibility for the adjudicative 
operations of the Board (the extent of 
which has been the subject of great 
conflict), as well as a responsibility in the 
hearing and decision of certain cases 
before the Board. Actual hearing of cases 
has involved considerable and at times 
lengthy travel, the Board’s geographical 
jurisdiction involving all of Canada. My 
own rate of participation in the hearing 
and deciding of cases is among the highest 
at the Board. On some occasions (see, for 
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example, paragraph 26.106), hospitality 
expenses may be required. 


Second, the Chairman as Chief Executive 
Officer and as deputy head of the 
department has administrative duties 
relating to a department which has offices 
in Ottawa and in five other locations 
across Canada. These responsibilities 
likewise involve considerable travel and, to 
some degree, hospitality. 


Third, there is a more general role of 
leadership within the labour relations 
community, both within and outside of 
Canada. The Chairman is, in an informal 
way, an ambassador for Canada, and 
represents Canada at international 
conferences. My expenses were in line with 
the expenses of other participants 
attending such conferences. 


Reciprocal international conferences have 
been held in Canada with substantial 
intellectual and economic benefit to the 
country. These have included the 
hemispherical conference of the 
International Society for Labour Law and 
Social Security held in Montreal in 1995, 


ee 
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and two conferences of the National 
Academy of Arbitrators (in Ottawa in 1990 
and in Toronto in 1996 — when I was 
President of the Academy). The holding of 
the latter two in Canada has been 
primarily due to my efforts in this aspect of 
my work. 


To state, as the [chapter] does, that 
expenses incurred in carrying out the 
duties of Chairman of the Board are 
unreasonable because they are 
substantially in excess of the Treasury 
Board regulations governing the expenses 
of public servants (regulations which 
clearly do not apply in the case of deputy 
heads), is wrong. The appropriate standard 
of comparison is not to public servants 
generally, but to public officials having the 
same status and performing the same or 
similar functions as the Chairman of the 
Board. The comparisons used in the report 
do not provide an appropriate basis for the 
assessment of my expenses, which in my 
view were appropriate to the 
circumstances. 


(This response was provided by the Chair 
of the Canada Labour Relations Board.) 
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ty About the Audit 


Objective and Scope 
The objective of our audit was to determine whether: 


e __ the travel, allowances and benefits reimbursed to the Chairman and the board members were in 
accordance with relevant legislation and policies of the government and the ieee Labour Relations 
Board (CLRB); 


e the policies of the Treasury Board are clear; and 
e the payments made to board members, including the Chair were reasonable. 


We examined travel, allowances and benefits policies of the CLRB. For the period April 1989 to March 1997 
we audited the reimbursements to the Chairman, current board members and certain former board members 
since the appointment of the current Chairman. We examined a range of payments, including those for leave, 
hospitality, hotels, meals, conferences, automobile travel, legal advice, airfare, travel to and from ordinary 
place of residence, the collection of frequent flyer points and salary per diem payments to former members. 


We compared the CLRB’s practices with those of other federal boards, commissions and councils with 
Governor in Council appointees. We did not audit the travel claims of the Governor in Council appointees in 
these agencies. We also compared the CLRB’s practices with those of provincial labour boards, and with 
similar labour boards in the United States, the United Kingdom, Australia and New Zealand. 


The CLRB has been the subject of major recent reviews, including the 1996 report of the Task Force on Part I 
of the Canada Labour Code. These reviews have consistently found similar organizational and performance 
problems. The purpose of this audit was not to redo the work of these reviews. Rather, we relied on them to 
identify the underlying causes of the financial problems we were examining. We report those matters that 
needed to be brought to the attention of Parliament at this time. 


We did not examine the travel expenditures of public servants employed by the CLRB. The Treasury Board 
travel policies govern travel by public servants employed by the CLRB. 


Audit Team 


Christina Brooks 
John Cathcart 

Estelle Charette 
Camille Gilbert 
Jean-Marc Lafreniére 
Sue Morgan 

Gaétan Poitras 

Peter Sorby 

Tony Shaw 


__ For information, please contact Alan Gilmore, the responsible auditor. 
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Ozone Layer Protection: The 
Unfinished Journey 


The audit work reported in this chapter was conducted in accordance with the legislative 
mandate, policies and practices of the Office of the Auditor General. These policies and 
practices embrace the standards recommended by the Public Sector Accounting and 
Auditing Board (PSAAB) of the Canadian Institute of Chartered Accountants. The 
numbered paragraphs in bold face represent recommendations. 
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Main Points 


27.1 Because of its northern location, Canada is one of the countries most at risk from the effects of ozone 
layer depletion, considered one of the most serious global environmental issues to confront humankind. It poses 
major threats to human health and ecosystems. 


27.2 The problem of ozone layer depletion has not been solved. The full recovery of the ozone layer is not 
predicted for at least 50 more years, assuming full implementation of the Montreal Protocol, an international 
treaty signed by more than 160 countries and aimed at eliminating ozone-depleting substances (ODS). 


p49 fe) Canada has met or exceeded its obligations under the Montreal Protocol in each year since it came into 
effect, according to data compiled by Environment Canada. Canada has also provided assistance to developing 
countries in their efforts to eliminate ODS. Foreign government officials and experts see Canada as having played 
a pivotal role in the early development and ongoing evolution of the Montreal Protocol. 


27.4 Effective enforcement of federal ODS regulations under the Canadian Environmental Protection Act 
(CEPA) is necessary to ensure that phase-out commitments are fulfilled and reported with confidence, as well as to 
curb illegal trafficking of ODS. We observed several weaknesses in Environment Canada’s overall inspection 
function for ODS regulations under CEPA, and believe it is insufficient to ensure compliance with the regulations. 


27.5 Canada was among the first countries to put in place a national regime for the recovery and recycling of 
chlorofluorocarbons (CFCs) aimed at reducing emissions of ODS to the atmosphere, through the implementation 
of a federal-provincial 1992 National Action Plan. Many of the tasks included in the Plan have been 
accomplished, including the implementation of regulations in 9 of 10 provinces and the training of more than 
75,000 service technicians. 


27.6 However, there are significant weaknesses in the Plan, including differences in the requirements among 
the provincial regulations, and gaps in the measurement of the Plan’s results, benefits and costs. These weaknesses 
underscore the complexities involved in managing a federal-provincial partnership and highlight the need for 
improved federal government accountability in this regard. 


27.7 Public awareness of ozone depletion is high, due in part to sustained educational efforts by federal 
departments. Recent surveys show that half of all Canadians do not adequately protect themselves during leisure 
activities. The potential health consequences and costs to the Canadian public should not be ignored. 


27.8 Federal departments are substantial users of ODS. Departments we surveyed have implemented strategies 
to manage their ODS. But they have not met government commitments to lead by example. The federal 
government has failed to set direction and articulate its expectations for leadership and it has not assigned 
responsibility to any department for doing this. In effect, no department is in charge. 


279 If proposed CEPA regulations for ODS management at federal facilities are implemented in their current 
form, and in the absence of any other directive from the federal government, gaps in direction will remain in areas 
such as phase-out target dates for all ODS applications, the management of stockpiles, ODS conversion to, or 
replacement with, environmentally acceptable alternatives, and the destruction of surplus ODS. We are also 
concerned that Environment Canada may lack the capacity to enforce the proposed regulations. 


Report of the Auditor General of Canada - December 1997 27-5 


Main Points (cont'd) 


27.10 Ozone layer protection programs in developed countries, including Canada, have lost momentum. 
Opportunities exist for the federal government to speed the recovery of the ozone layer. Environment Canada has 
demonstrated an awareness of many of these opportunities. But we believe it needs to set priorities among 
competing actions, based on sound science and a comparison of their relative costs and effectiveness in reducing 
risks. Canadian leadership is arguably needed now more than ever before. 
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Introduction 


27.11 Ozone layer depletion is 
considered to be one of the most serious 
global environmental and human health 
threats we have ever faced. 


27.12 Efforts to understand and solve 
this problem are already a quarter of a 
century old, yet much work remains to be 
done at home and abroad before success is 
achieved. Our grandchildren, and possibly 
their children, will have to cope with the 
legacy of ozone layer depletion we leave 
to them. 


27.13. Ozone layer protection is a story 
of determination and achievement. Over 
160 countries have united to eliminate the 
production of chemicals that destroy 
ozone. Successes to date have been 
achieved through managed relationships 
among science, diplomacy, policy making 
and industrial ingenuity. They provide 
evidence that solutions to complex global 
issues demand co-operative efforts from 
all sectors of society and all corners of the 
world, and that, through dedication, 
solutions can be found. 


Ozone Layer Depletion 


27.14 The Earth’s stratospheric ozone 
layer is crucial to life on Earth. It 
protects living things from the harmful 
effects of the sun’s ultraviolet radiation. 
Located 15 to 35 km above the Earth’s 
surface, the ozone layer absorbs all but a 
small fraction of harmful ultraviolet 
radiation emanating from the sun. 


27.15 Today there is scientific 
consensus that manufactured chemicals, 
known as “ozone-depleting substances” 
(ODS), are responsible for depleting the 
ozone layer. Although ODS are 
chemically stable in everyday use, once 
they reach the stratosphere they are 
broken apart to release chlorine and 
bromine atoms, the active ingredients that 
destroy ozone. Ozone depletion results in 
increased levels of ultraviolet-B (UV-B) 


—_—_———— 
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radiation at the Earth’s surface. The 
process of ozone layer depletion is 
depicted in Exhibit 27.1. 


27.16 Because of its northern location, 
Canada is one of the countries most at risk 
from the harmful effects of ozone 
depletion. By 1997, the ozone layer over 
the midlatitude regions of Canada has 
been depleted by as much as 7 percent 
averaged over the entire year, compared 
with pre—1980 levels. This has been 
accompanied by an increase in 
ultraviolet-B radiation of approximately 
8 percent. 


Protection of our 
planet requires 
dedication and 
determination. 


A major human health and 
environmental threat 


27.17 The risks to human health from 
ozone depletion are substantial. UV-B 
radiation causes melanoma and other skin 
cancers in humans. A portion of the 
observed threefold increase in melanoma 
cancer rates in Canada between 1969 and 
1992 is believed to be the result of ozone 
depletion. It is estimated that in 1997, 
61,000 Canadians will develop skin 
cancer; 3,200 will have melanoma. Of 
these, 660 are expected to die as a result. 
Other potential health risks are related to 
eye diseases and to immune system 
deficiencies. 


Canada is one of the 
countries most at risk. 


27.18 Analyses by Environment Canada 
suggest that the successful implementation 
of existing federal regulations will result 
in future health benefits and savings worth 
billions of dollars. 


27.19 Increased UV-B radiation also 
affects the growth of plants, has the 
potential to disrupt the biodiversity of 
terrestrial ecosystems, and is harmful to 
aquatic ecosystems. 


A Global Problem: A Global 
Response 


27.20 Emissions of ODS do not 
respect geographic or jurisdictional 
boundaries. The ozone layer over Canada 
is affected as much by emissions from 
abroad as by emissions at home. This 


Ozone layer depletion 
puts Canadians’ health 
at risk. 


Report of the Auditor General of Canada - December 1997 


eS 


Ozone Layer Protection: The Unfinished Journey 


Exhibit 27.1 


means that unilateral action by one 
country will have little impact on ozone 
recovery. Conversely, inaction by one or 
more countries undermines the efforts of 
all others. Actions to solve ozone 
depletion must continue to be undertaken 
on a global scale, by all nations. 


Schematic of the Process of Ozone Depletion 


Ozone in the stratosphere undergoes a natural process of destruction and creation. 


The presence of chlorine and bromine in the ozone layer speeds up the destruction of 


ozone but not its creation. 


27.21 The worldwide production and 
use of ODS grew steadily until the late 
1980s. Considered safe, reliable, versatile 
and cheap, ODS came to form part of the 
fabric of modern society. Until recently, 
they were used extensively in the 
manufacturing of industrial and consumer 


Ozone is a molecule made 
of three oxygen atoms. 


UV Radiation 


Chlorine (also bromine) atoms 
from ODS attack the ozone, 
taking one oxygen atom away 
and forming chlorine monoxide. 


The chlorine monoxide then 
combines with another oxygen 
atom, forming a new oxygen 
molecule and chlorine atom. 


The chlorine goes on to 
break apart thousands more 
ozone molecules. 


UV Radiation 


° By 1997, at northern midlatitudes including over Canada, the ozone layer will have depleted by some 7% compared with pre-1980 
levels. This will be accompanied by an increase in UV-B radiation of approximately 8%. 


UV-B radiation causes both melanoma and non-melanoma skin cancer, cataracts and immune system deficiencies in humans. 


e Increased UV-B radiation also impacts on terrestrial and aquatic ecosystems and biota. 


Note: Depiction is for illustrative purposes only and is not to scale. 
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products such as foams and electronic the early 1970s. This concern led to the 
equipment, and were contained in signing in 1985 of the Vienna Convention 
thousands of end-use applications and for Protection of the Ozone Layer, 
consumer products, such as refrigerators, negotiated under the auspices of the 
fire extinguishers and medical devices. United Nations Environment Program 
The nature and uses of ozone-depleting (UNEP). The Vienna Convention 
substances are illustrated in Exhibit 27.2. committed its signatories to co-operate in 
areas of scientific investigation and, more 
The Vienna Convention _ important, laid the foundation for future 
controls. At the time it was negotiated, 
27.22 Scientists first expressed the there was considerably more scientific 
concern that human activities were uncertainty and industrial opposition than 
causing destruction of the ozone layer in exists today. For this reason, the Vienna 


Exhibit 27.2 


Nature and Uses of Ozone-Depleting Substances 


- Ozone-depleting oF Ozone-depleting | Canada’s Phase-out Lifetime in Commercial Uses 
‘Substances _—_|__‘ Potential Range ! | Date = -—|_— Atmosphere 
Halons 3.0 to 10.0 January 1, 1994 up to 65 years in fire-extinguishing equipment and 
systems 
Carbon | January 1, 1995 up to 42 years “chemical feedstock” in the production of 
Tetrachloride CFCs, fire extinguishers, dry cleaning 
agent, and as an ingredient in pesticides, 
pharmaceuticals, paints and solvents 
CFCs 0.6 to 1.0 January 1, 1996 between 50 and propellant in aerosols, coolants in 
1,700 years refrigerators and air conditioners, solvents 
in degreasers and cleaners, foam-blowing 
agent 
Methyl 0.1 January 1, 1996 6 years solvent in cleaners, degreasers and 
Chloroform adhesives 
Methyl Bromide 0.6 January 1, 2005 2 up to 2 years pesticide used in soil fumigation and 
fumigation of some food production 
facilities, in some transportation and 
quarantine applications, related to the 
export and import of food and other 
agricultural products | 
| ll 
HCFCs 3 0.001 to 0.52 January 1, 2020 up to 19 years foam blowing, refrigeration and air | 
conditioning, solvent cleaning and, to a 
lesser extent, aerosols and fire protection 


: Each substance has a different effect on the ozone layer, and is measured using a standardized reference known as its 
ozone-depleting potential (ODP) 


2 Although CEPA ODS regulations currently indicate a phase-out date of January 1, 2010, at the ninth meeting of the parties to the 
Montreal Protocol the parties, including Canada, agreed to a phase-out of methyl bromide by January 1, 2005 for developed 
countries. 


3 Most HCFCs have been developed for use as transitional chemicals to replace the more damaging ozone-depleting substances, 
mainly CFCs. 
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Actions to solve ozone 
layer depletion must 
be undertaken on a 
global scale. 


The Montreal Protocol 
broke new ground. 
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Convention is often considered to be the 
world’s first acceptance of the 
“precautionary principle”: nations agreed 
to tackle an issue before its effects were 
felt or its existence was scientifically 
proven. 


The Montreal Protocol 


27.23 In September 1987, 24 countries 
signed the Montreal Protocol on 
Substances That Deplete the Ozone Layer. 
It has since been ratified by more than 160 
countries. The Montreal Protocol reflects 
a determination to protect the ozone layer 
by taking precautionary measures to 
control substances that deplete it, and 
ultimately to eliminate them. The 
Montreal Protocol controls the production, 
import and export of new ODS. It does not 
control the use of ODS in such 
applications as manufacturing or 
equipment, nor does it control emissions 
to the atmosphere. Features of the 
Montreal Protocol, including the existing 
ODS phase-out schedule, are described in 
Appendix A. 


27.24 The Montreal Protocol broke new 
ground in many areas and is often hailed 
as a model for solving environmental 
issues of a similar nature. Many factors 
have contributed to its success to date, 
including: 


e astrong scientific basis, supported 
by major scientific assessments on ozone 
depletion, undertaken at the UNEP level; 


e binding, measurable reduction 
schedules, which apply equally to all 
developed countries; 


e special provisions for developing 
countries, based on the principle of mutual 
but differentiated responsibilities, such as 
a grace period for phase-out of ODS and 
direct financial assistance through the 
Multilateral Fund (described in 
Appendix B); and 


e incentives to encourage participation 
by all countries through mandatory trade 
controls against non-parties. 


Some lessons learned in the global ozone 
layer protection experience are presented 
in the Special Insert on page 27-18. 


27.25 The Montreal Protocol is a living 
treaty, with built-in provisions for making 
changes on the basis of new scientific 
information and technological 
developments. The control regime 
established in 1987 has since been 
modified on several occasions, both by 
adding new substances to the regime and 
by accelerating the phase-out schedules 
for existing ones. Over 90 individual 
ozone-depleting substances are now 
controlled under the Montreal Protocol. 


27.26 The Montreal Protocol has been 
remarkably successful in achieving its 
objectives to date. From peak production 
levels of nearly one million tonnes of 
CFCs per year in 1986, new production of 
CFCs ceased in most developed countries 
by 1996 (with the exception of small 
quantities for uses deemed essential). The 
results for halons are even more 
impressive: in developed countries, 
phase-out of new production was achieved 
by 1994. 


27.27 Technically, economically and 
environmentally acceptable alternatives 
have been developed for the vast majority 
of applications of CFCs and other ODS. 
However, there are some applications for 
which permanent acceptable alternatives 
have yet to be found. The conversion 
within industry to ozone-friendly 
technologies and processes resulted, in 
some cases, in economic savings and 
improved product performance. To date, 
this conversion has been largely invisible 
to most Canadians — but it is also 
incomplete. For example, the expensive 
and inconvenient task of dealing with 
ODS in older household refrigerators and 
car air-conditioners has yet to come. 


An Unfinished Journey... 


27.28 Scientists predict that it will be at 
least 50 more years before the ozone layer 
fully recovers, assuming complete 
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implementation of the Montreal Protocol 
and its amendments by all signatory 
nations. Unfortunately, this has not yet 
been achieved. Nor will it be, in our 
opinion, without the sustained, even 
accelerated, efforts of leading nations such 
as Canada. Despite achievements to date, 
the journey to repair the ozone layer is far 
from over and success is far from assured. 


27.29 Sources of emissions of ODS, 
and other conditions, have shifted 
dramatically since the Montreal Protocol 
was first negotiated, and particularly since 
CFC phase-out in developed countries was 
completed in 1996. New challenges are 
confronting governments around the 
world: 


¢ Controls on hydrochlorofluorocar- 
bons (HCFCs) and methyl! bromide will be 
required for decades to come. 


e Developing countries now represent 
the largest threat to ozone layer recovery: 
their production and use of CFCs and 
halons has grown in recent years and is 
still increasing. Despite substantial 
financial assistance provided to date 
through the Multilateral Fund, many have 
already signaled anticipated difficulties in 
complying with the Montreal Protocol. 


¢ Some countries with economies in 
transition are also experiencing difficulties 
in meeting their obligations. 


¢ Substantial quantities of new and 
used CFCs and halons are contained in 
existing equipment or being stored for 
future use. Unless destroyed, or converted 
to other substances, they are destined for 
release into the atmosphere. 


e Indeveloped countries, CFCs and 
halons are scarce and valuable 
commodities; there is a demand for these 
substances to service existing equipment 
dependent on them, such as in 
refrigeration, air-conditioning and fire 
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suppression systems. The Montreal 
Protocol does not currently prevent the 
international trade of used or recycled 
ODS. This has given rise to a black 
market trade in ODS whereby newly 
produced substances are sold as used or 
recycled substances. 


27.30 Because of these changes in 
conditions, this is an important juncture in 
the evolution of global and Canadian 
efforts to protect the ozone layer. 
Strategies that worked well over the past 
decade need to be critically examined and 
adjusted to meet the needs of future 
decades. Opportunities exist to ensure full 
implementation of the Montreal Protocol 
in developed and developing nations and 
to speed the recovery of the ozone layer. 
Canadian leadership in capitalizing on 
these opportunities is arguably needed 
now more than ever before. 


Focus of the Audit 


27.31 The focus of our audit was on 
Canada’s implementation of the Montreal 
Protocol and other controls on ODS. The 
chapter first examines the implementation 
of the federal regulatory framework under 
the Canadian Environmental Protection 
Act (CEPA) for achieving the 
commitments made in the Montreal 
Protocol. It then assesses the activities in 
areas of joint federal-provincial 
responsibility through the development 
and implementation of the 1992 National 
Action Plan. We also address the extent to 
which federal departments have 
implemented measures to “green” their 
own operations with respect to 
ozone-depleting substances. We also point 
to lessons learned in the global ozone 
layer protection experience. Audit 
objectives, criteria and approach are 
described in detail at the end of the 
chapter in About the Audit. 
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Recovery of the ozone 
layer is far from 
assured. 


New challenges face 
governments around 
the world. 


This is an important 
juncture in global and 
Canadian efforts to 
protect the ozone 
layer. 
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Canadians have been 
at the forefront of 
efforts to protect the 
ozone layer. 


Observations and 
Recommendations 


Canada in a Global Context 


A legacy of contributions 


Diese 
have been at the forefront of efforts to 


For over two decades, Canadians 


address ozone depletion, and have united 


Exhibit 27.3 


A Legacy of Canadian Contributions 


1960 


27.33 


to develop a domestic and international 
control regime that accommodates a range 
of competing interests. 


Such efforts have been linked to 
and combined with those of other 
countries, numerous United Nations 
agencies and other international 
organizations, and expert Assessment 
Panels. Foreign government officials and 
experts see Canada as a pivotal player in 


Assumed responsibility for 
operating the World Ozone 
Data Centre on behalf of the 


1980 


Banned non-essential 
uses of CFCs as 


1985 


the early development and ongoing 
evolution of the global response to ozone 
layer depletion. Some hold the view that 
the Montreal Protocol would not exist in 
its current form had it not been for the 
leadership and intervention of Canadians. 
Some illustrations of Canadian global 
contributions are given in Exhibit 27.3. 


Canada’s regulatory and policy 
framework 


27.34 The federal government’s efforts 
in this field encompass many activities. 
Environment Canada is the lead federal 
department. It is active in areas such as 
international negotiations, implementing 
and enforcing CEPA regulations, scientific 
research and monitoring, public education, 
and providing assistance to developing 
countries. Environment Canada acts as a 
partner and works co-operatively with 


First country to ratify 
the Vienna Convention 
as well as to launch 
studies of the Arctic 
ozone layer 


World Meteorological 
Organization 


propellants in some 
aerosol products 


1987 
Hosted the diplomatic 1990 
conference that led to the First country to ratify 1991 
Montreal Protocol and was ‘ieiewiden : 1992 
among the first countries to d ons poeta : : 
sign it amendments for the Multilateral Fund | First country to provide 
in Montreal daily public health 


warnings in the form of 
the “UV-Index” and 
“Ozone Watch” programs 


1993 


Established the 
Canadian Ozone 
Observatory in the high 
Arctic 


Consistently enacted 
control measures on ODS 
that are more stringent 
than those required by the 
Montreal Protocol 


Has been instrumental in 
establishing and leading 
the Scientific, the 
Technology and 
Economic Assessment 
Panels 


al 
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several other federal departments, other 
levels of government in Canada, industry, 
academia, non-government environmental 
and health organizations, and the public. 


27.35 Canada first regulated CFCs in 
1980, when it banned their use as aerosol 
propellants in a variety of toiletry items 
and other consumer products. The 
Montreal Protocol was subsequently 
implemented through a series of ODS 
regulations made under the CEPA. 


27.36 Provinces have also regulated 
end-use applications and recycling of 
ODS. Such regulations were not required 
by the Montreal Protocol. These 
regulations were co-ordinated through the 
1992 National Action Plan on Recovery, 
Recycling and Reclamation of CFCs, 
issued by the Canadian Council of 
Ministers of the Environment’s (CCME). 


27.37 The federal government has also 
promoted the use of non-regulatory 
measures in its own operations, including 
commitments to green its operations as 
contained in the 1995 Guide to Green 
Government. 


Meeting Our International 
Commitments 


27.38 Overall, Canada’s 
accomplishments under the Montreal 
Protocol compare favorably with, and in 
several instances exceed, those of other 
countries. 


Implementation through CEPA 
regulations 


27.39 Control of ODS. According to 
data compiled by Environment Canada, 
Canada has met, and in some cases 
exceeded, its obligations to control ODS 
under the Montreal Protocol each year 
since it came into effect. Canada’s 
accomplishments for CFCs, halons, 
HCFCs and methy] bromide are illustrated 
in Exhibit 27.4. In many cases, phase-out 
dates enacted under CEPA were more 
stringent than required by the Montreal 
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Protocol. Also, Canada’s actual 
consumption was often significantly lower 
than the maximum allowed it under the 
Montreal Protocol. Controls on HCFCs 
and methyl bromide will be required in 
Canada for several more decades. 


27.40 Trade bans. The Montreal 
Protocol requires parties to ban imports 
and exports of ODS and certain products 
containing ODS from and to nations not 
party to it. Canada has issued the required 
trade bans. 


27.41 Reporting of data. Parties are 
required to submit data yearly to the 
United Nations Environment Program 
(UNEP) on their production, imports, 
exports, destruction and recycling of 
controlled substances. Complete and 
timely data reporting is a chronic problem 
within the Montreal Protocol, and many 
countries do not fulfil their obligations. 
Canada has duly reported its data to 
UNEP. 


Effective results measurement and solid 
policy foundations 


27.42 Many factors were critical to 
Canada’s successes in influencing and 
implementing the controls under the 
Montreal Protocol. Such factors included 
ongoing measurement of results achieved, 
scientific, technical and cost-benefit 
justification, and effective stakeholder 
consultation. 


27.43 Results measurement. Results 
must be measured against stated program 
objectives if needed changes are to be 
identified and future directions set. CEPA 
ODS regulations made use of clear and 
precise phase-out targets, like those 
contained in the Montreal Protocol. 
Coupled with an infrastructure for 
collecting and analyzing data on the 
production and trade of ODS, this 
facilitated a relatively straightforward 
measurement of the results achieved. 
Supported by monitoring of atmospheric 
bromine and chlorine levels, such 
measurements strengthened Environment 
Canada’s position in advocating the need 
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Canada’s 
accomplishments 


compare with and in 
some cases exceed 


those of other 
countries. 


Strong science and 


consultation have 


been key to Canada’s 


successes. 
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Exhibit 27.4 


Canada’s Consumption of Ozone-Depleting Substances Weighted in Metric Tonnes* 


for additional controls on ODS and 
implementing them. 


27.44 Scientific foundations. Controls 
enacted under CEPA were science-based, 
drawing on the UNEP science 
assessments. Environment Canada also 
conducted extensive research, monitoring 
and reporting the ozone-related trends and 
impacts in Canada. Together, these 


scientific investigations mobilized 
Canadian industry and public support for 
the Montreal Protocol objectives and 
accompanying CEPA ODS regulations. 


27.45 Technical and socio-economic 
analysis. Controls enacted under the 
Montreal Protocol were also supported by 
regular major UNEP assessments of the 
state of technology and economics. CEPA 


Substances Phased Out Substances with Ongoing Controls 
CFCs HCFCs 
data not available for 1987 and 1988 data not available for 1990 and 1991 
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“——— Canada’s Consumption 


Sources: OAG analysis derived from the Handbook for the International Treaties for the Protection of the Ozone Layer, UNEP; 
and data compiled by Environment Canada for submission to UNEP 
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ODS regulations were developed using 
this information and were also subjected 
to analysis of costs, benefits and technical 
feasibility. At least 17 separate studies 
have been conducted during the life of the 
program. 


27.46 Stakeholder consultations. 
Environment Canada regularly consults 
with affected stakeholders regarding 
various elements of the ozone protection 
program, including the content of CEPA 
regulations, non-regulatory initiatives, and 
international negotiating positions. 
Stakeholders interviewed in the course of 
our audit expressed a high level of 
satisfaction with the extent of consultation 
and the degree of sensitivity to their needs 
and concerns. Agriculture and Agri-Food 
Canada has supported a similar 
consultation process with the methyl 
bromide stakeholder community, and has 
worked with industry to demonstrate 
alternatives. This consultation has fostered 
industry and public support for the control 
initiatives and, in our opinion, was 
important to the successful achievement 
of the Montreal Protocol objectives. 


Funding commitments being met and 
results achieved through bilateral 
assistance 


27.47 Canada currently contributes 
approximately US $5.7 million per year to 
the Multilateral Fund. Canada met its 
funding obligations in the period from 
1990-1993 and the bulk of its obligations 
from 1994-1996, although a portion is 
unpaid for this latter period. Canada’s 
cumulative contribution to date is 
approximately US $30 million. 
Responsibility for making Canada’s 
contribution to the Multilateral Fund is 
shared between Environment Canada (20 
percent) and the Canadian International 
Development Agency (80 percent). This is 
a long-term funding obligation that will 
continue for many years to come. 


27.48 Donor countries to the 
Multilateral Fund may make up to 20 


Report of the Auditor General of Canada — December 1997 


dienes 
Ozone Layer Protection: The Unfinished Journey 


percent of their contributions in the form 
of country-to-country bilateral assistance 
projects, matching their technologies and 
expertise with the needs of developing 
countries. Environment Canada has been a 
leader in implementing such projects. 
These projects have played a constructive 
role in helping recipient countries to meet 
their Montreal Protocol obligations. They 
have also supported Canada’s foreign 
policy objectives and provided 
opportunities for the growth of Canadian 
environmental industries. 


27.49 Other donor countries are 
increasing their attention to bilateral 
assistance projects; one country we 
surveyed has four full-time employees 
dedicated to its bilateral assistance 
programs. Environment Canada’s bilateral 
assistance efforts have no full-time staff, 
which suggests to us that they are viewed 
by senior management in the Department 
as a discretionary, not strategic, 
component of the Department’s efforts to 
preserve the ozone layer. 


27.50 In our opinion, bilateral 
assistance projects represent a “win-win” 
situation for Canada, recipient countries 
and the ozone layer. We believe that 
Environment Canada could build on 
successes to date by formalizing its efforts 
to promote bilateral assistance projects 
and by strategically engaging other 
organizations, such as the Canadian 
International Development Agency, to 
capitalize on their networks, activities and 
expertise. 


Bilateral assistance to 
developing countries 
is a “win-win” 
situation. 


Weaknesses in the enforcement of CEPA 
regulations 


27.51 Effective enforcement of ODS 
regulations is pivotal to ensuring that 
commitments to the Montreal Protocol 
are met, particularly in light of ongoing 
and long-term obligations to control 
HCFCs, methyl bromide and used CFCs 
and halons. It is also essential to curb 
ODS smuggling operations in Canada. 
Although the full extent of this problem in 
Canada is not known, recent joint 
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Effective enforcement 
of CEPA regulations 
on ozone-depleting 
substances (ODS) is 
pivotal to meeting 
Canada’s 
commitments. 


The existing 
inspection regime is 
insufficient to ensure 
compliance. 
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Canadian-U.S. investigations that have led 
to prosecutions on both sides of the border 
indicate that the activity is real. 


27.52 Inspection of regulated 
companies is the main instrument used by 
Environment Canada to achieve two 
objectives: assurance of the accuracy of 
data reported to UNEP, and compliance by 
companies subject to CEPA ODS 
regulations. Environment Canada’s 
regional offices have a high degree of 
autonomy in determining their inspection 
plans and carrying out their inspection 
program, while headquarters is 
responsible for setting general direction 
and co-ordinating regional efforts. We 
observed several weaknesses in 
Environment Canada’s overall inspection 
regime for CEPA ODS regulations, 
including inconsistent identification of the 
regulated community, an unclear planning 
process for determining which companies 
to inspect, and inconsistent inspection 
coverage of the regulated community. At 
present, this inspection regime is 
insufficient to ensure compliance with the 
CEPA ODS regulations. 


27.53 Inconsistent identification of 
regulated community. Companies 
potentially subject to inspections include 
those that have been granted permission 
under CEPA to import, export or 
manufacture ODS (they are required to 
report data to Environment Canada) as 
well as others that may be engaged in the 
import or export of new or used ODS. 
Environment Canada’s regional offices do 
not use a consistent approach to identify 
the companies subject to inspections. 
Some regions use only a list of permitted 
companies provided by headquarters, 
others use data collected by Revenue 
Canada-Customs, and others inspect 
companies in market sectors that use 
ODS. In practice, companies that conduct 
the same activities in more than one 
region may be subject to inspections in 
one region but not in others. 


27.54 Unclear planning process. 
Environment Canada’s Enforcement and 
Compliance Policy requires that the 
schedule of inspections be determined by 
the risk the substance or activity presents 
to the environment or to human health, 
and by the compliance record of the 
individual, company or government 
agency. Our audit found no evidence that 
these or any other criteria were applied 
consistently from region to region. 
Furthermore, Environment Canada has not 
determined the level of inspection 
coverage necessary to ensure compliance 
with the ODS regulations and to verify the 
accuracy of data reported to UNEP. 


27.55 Inspections of permitted 
companies. These weaknesses have led in 
turn to gaps and inconsistencies in 
inspection coverage. Of the 174 
operations with permission to import, 
export or produce ODS in Canada, 108 are 
farmers or companies who import small 
quantities of methyl bromide, and others 
who have transferred their consumption 
allowance to authorized importers. Very 
few of these have been inspected. 
Nationally, fewer than 20 percent of the 
remaining companies have been inspected 
by Environment Canada in the past three 
years, although there are wide variations 
in the inspection coverage from region to 
region. For example, 8 of 16 companies 
with ODS permits in the Pacific and 
Yukon Region were inspected in that 
period, while only 2 of 31 companies in 
Ontario were inspected. Many of the 
Ontario companies have never been 
inspected. 


27.56 Inspections of non-permitted 
companies. Various sources can be used 
to identify non-permitted companies 
subject to inspection; one source is data 
collected by Revenue Canada-Customs, 
which tracks imports on a 
shipment-by-shipment basis. In some 
regions, these data are used as a primary 
source for inspections, while in others 
they are rarely used. In 1996, for example, 
Customs data identified 49 Ontario 
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companies importing over 10 kilograms of 
ODS that did not have a permit to do so; 
only one of these has been inspected by 
Environment Canada in the past three 
years. Many of these companies 
reportedly have imported thousands of 
kilograms of ODS, but Environment 
Canada has neither inspected them nor 
followed up with Revenue Canada to learn 
more about the companies or the reported 
data. 


27.57 In all, Environment Canada has 
completed only 24 ODS inspections in the 
Ontario and Quebec regions in the past 
three years, even though these regions 
include over 80 percent of the thousands 
of companies that use ODS and that 
therefore may have imported or exported 
ODS. In contrast, 90 ODS inspections 
were completed in the three smaller 
regions over the same period. In effect, 
companies subject to ODS inspections 
have a much greater likelihood of being 
inspected in some regions than in others. 


27.58 Environment Canada’s 
inspection plans should, in a consistent 
manner across regions, identify 
companies subject to inspection under 
the CEPA ODS regulations. 


27.59 Environment Canada should 
apply consistently across all regions its 
criteria for selecting companies to 
inspect. 


27.60 Environment Canada should 
determine and carry out the level of 
inspection coverage it considers 
necessary to ensure compliance with the 
ODS regulations and verify the 
accuracy of data reported to the United 
Nations Environment Program (UNEP). 


Department’s response: Environment 
Canada agrees on the need for a 
nationally consistent inspection plan for 
companies subject to inspection under the 
ODS regulations. A National Inspection 
Plan is prepared annually, which reflects 
both national and regional priorities. 
Enforcement and program branches 
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provide input. Information compiled from 
the program branches is communicated to 
regional enforcement staff to plan 
inspections of companies that have 
requested and received permits. 
Environment Canada agrees that this 
information can and will be 
communicated in a more consistent 
manner to inspectors. 


Environment Canada agrees that criteria 
for selecting companies to inspect should 
be applied consistently across regions. 
These criteria will be based on an 
assessment of risk (potential of illegal 
import/export) by industry sector. 


Environment Canada has determined that 
ODS regulations are a departmental 
priority and inspection coverage will be 
determined based on an assessment of the 
potential risk of illegal import and export 
of ODS. The Department currently has 68 
full-time designated inspectors, and is 
responsible for enforcing more than 30 
CEPA regulations. 


Given the great potential for illegal 
import/export of ODS, the majority of 
Environment Canada’s enforcement effort 
has been focussed on working with our 
partners — domestic and international— 
to determine and stop the illegal 
transboundary movement of ODS. There 
have been several notable successes in 
this regard, and more are expected as 
Environment Canada establishes new 
partnerships and improves existing ones. 


Results from previous inspections show 
that the data reported to UNEP were 
accurate. 


Going beyond the Montreal 
Protocol The 1992 National 
Action Plan 


Tasks being accomplished 


27.61 1992 National Action Plan. In 
October 1992, a federal-provincial 
working group led by Environment 
Canada prepared a national plan later 
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published by the Canadian Council of 
Ministers of the Environment (CCME). 
The 1992 National Action Plan for 
Recovery, Recycling and Reclamation of 
CFCs aimed to achieve the 
implementation of harmonized provincial 
regulations on recovery and recycling, in 
order to reduce emissions of CFCs into the 
atmosphere. The federal government 
considered a nationally consistent 
recovery and recycling regime to be 
critical to achieving its objective of an 
accelerated phase-out of CFCs. Canada 
was among the first countries to introduce 
such a regime and, at the time, it went 
above and beyond the requirements of the 
Montreal Protocol. 


27.62 The 1992 National Action Plan is 
a federal-provincial partnership, based on 
shared responsibilities, and was the result 
of political and jurisdictional compromise. 
It established a series of tasks directing 
the federal and provincial governments to 
take action in specific areas. 


27.63 As custodian of the Plan, 
Environment Canada is responsible for 
managing the harmonization process. Its 
tasks include monitoring the 
implementation of the process, facilitating 
communication and information sharing 
among provinces, and identifying and 
communicating discrepancies in 
provincial regulations. Successful 


Flexible but incremental 


Designers of the Montreal Protocol 

| began with the end in mind but 
implemented the phase-out 
incrementally, or in phases. 
Governments did not wait for final _ 
solutions to be in place before making 


a “single step”. By design, the Montreal 
Protocol was flexible, with built-in 
provisions for adapting to new 
circumstances through adjustments and 
amendments. 

* 


Pushing the boundaries and 
| harnessing industry 


The Montreal Protocol successfully 
harnessed competitive forces and 
spurred industrial competition, 
entrepreneurship and innovation. In 
1987, 1990, 1992 and 1995, 
governments set phase-out targets that 
pushed the limits of technology — and 
in each case, technology-based barriers 
| tumbled as industry responded with 
| solutions. 

* 


Scientific evidence and consensus 


| When the Montreal Protocol was 
| negotiated there were many areas of 


commitments — the journey began with © 


scientific uncertainty. The establishment 


_ of the Scientific Assessment Panel 


provided an effective forum for 
obtaining and reporting consensus 


- among international scientists and 


research institutions and for supporting 
policy decisions. Concerted and 
sustained scientific investigation into the 
causes and effects of ozone layer 
depletion provided evidence upon which 
to base control actions. Such evidence _ 
was instrumental in uniting 
governments, industry and 
environmental groups in a common 


purpose. 
* 


Collaboration and consultation 


- The Montreal Protocol has succeeded 


because of a deliberate and managed 
collaboration among industry, 
environmental activists, academia and 
governments. Such collaboration was 
fostered throughout the structure of the 
Montreal Protocol process and 
committees. The Technology and 
Economic Assessment Panel (TEAP), 
dominated by industry members, was 
especially effective at mobilizing 
industrial support, promoting technology 
exchange and identifying the boundaries 
of technology, thereby supporting policy 
decisions. 


LESSONS LEARNED IN GLOBAL OZONE LAYER PROTECTION 


Measurable targets 


The Montreal Protocol adopted a high 
level of precision by implementing clear, 
measurable phase-out targets and 
schedules, allowing for effective 
measurement of progress. Mandatory 
data reporting facilitated tracking of 
countries’ performance against their 
commitments and country-to-country 
comparisons. 

* 


Information and technology 
exchange 


The adoption and application of 
alternative technologies was greatly 
facilitated through managed technology 
transfer initiatives. Some transfers 
occurred formally through the 
Multilateral Fund sponsored programs, 
including bilateral assistance projects, as 
well as informally through industry-led 
workshops and technical assistance, and 
government-to-government training. 
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implementation of the National Action 
Plan is highly dependent on actions taken 
by provinces. 


27.64 Many of the tasks specified in 
the 1992 National Action Plan have 
been accomplished. We identified three 
areas where progress has been particularly 
significant: development of a Code of 
Practice, implementation of provincial 
regulations, and technician training. 


27.65 Code of Practice. A Code of 
Practice for the Elimination of 
Fluorocarbon Emissions from 
Refrigeration and Air Conditioning 
Systems was published under section 8 of 
the Canadian Environmental Protection 
Act (CEPA) in March 1991. The Code has 
served as a foundation for provincial 
regulations, has formed a major part of the 
technician training program (described 
below) and has been used by federal 
departments in the preparation of their 
ODS management strategies. Industry 
acceptance of the Code has been 
favourable and supportive. The Code was 
updated in 1996. 


27.66 Harmonization of provincial 
regulations. As of mid-1997, nine 
provinces and the Yukon Territory had 
ODS regulations in force, and the 
Northwest Territories had guidelines in 
place. At a high level, there is substantial 
harmonization of the content of these 
regulations across the country. In our 
opinion, Environment Canada is to be 
credited for its efforts in co-ordinating a 
complex harmonization process; without 
such efforts, the level of harmonization 
may have been lower. 


27.67 Technician training program in 
ODS. In 1992, Environment Canada and 
the Heating, Refrigeration and Air 
Conditioning Institute (HRAI) jointly 
developed a training program for service 
technicians. Its aim was to promote 
environmental awareness and sound work 
practices by technicians installing or 
servicing refrigeration and air 
conditioning equipment and systems. To 
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jurisdiction and to respond to local 
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date, 75,000 technicians have been 
trained. However, a significant gap in 
coverage exists because the province of 
Quebec has not yet implemented a 
training program. 


Gaps in harmonization and in the 
measurement of results, benefits and 
costs 


27.68 Impacts of provincial 
inconsistency. Based on suggested 
guidelines, the provincial regulations were 
enacted in succession, allowing a province 
to deviate from the guidelines to reflect 
the experience gained by another 


Some significant 
progress has been 
made in implementing 
the 1992 National 
Action Plan. 


circumstances. As a result, there are some 
differences in detail among the provincial 
regulation regimes. The current level of 
harmonization is considered by many 
government officials to be as good as it 
gets in Canada. However, some industry 
members, particularly those who conduct 
business in more than one province, are of 
the view that the gaps in harmonization 
are significant and indicate a failed 
process that imposes unnecessary costs on 
business. 


27.69 A broad comparison of the 
regulations was carried out by the 
federal-provincial working group in 1995. 
This comparison identified several 
differences, including deadlines for 
prohibiting certain uses of ODS, reporting 
of accidental releases, labelling of 
serviced equipment, and use of refillable 
containers. The working group did not 
assess in detail the significance of these 
differences or their potential impacts on 
health, the environment and industry. 
Environment Canada states that 
consultations held during that period did 
not reveal areas of concern that would 
have warranted further investigative 
studies. 


Harmonization: A 
success or failure? 


27.70 Environment Canada, through 
the federal-provincial working group, 
should assess the economic and 
environmental significance of 
differences in the provincial regulations. 
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Weaknesses in 
implementation 
highlight complexities 
in federal-provincial 
partnerships. 
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Significant differences should be 
brought to the attention of the Canadian 
Council of Ministers of the 
Environment (CCME) for its 
consideration and possible action. 


Department’s response: Environment 
Canada will propose to the 
Federal-Provincial Working Group 
(FPWG) that such a study be undertaken. 
If the FPWG is agreeable to such a study, 
then the Department as chair of the 
FPWG will co-ordinate the study and 
bring the results to the CCME ministers’ 
attention at their fall 1998 meeting. 


27.71 Measurement of results of the 
1992 National Action Plan is 
problematic. We found it difficult to 
understand the commitments made, due to 
the lack of measurable or quantifiable 
objectives and targets, the use of 
imprecise language and undefined terms, 
and the use of qualifiers. We could not 
clearly link the stated objectives with the 
“components deemed essential” to the 
tasks identified for action. 


27.72 Environment Canada believes 
that its data on production, import and 
export of ODS, coupled with results from 
periodic surveys of “use patterns”, 
demonstrate, albeit indirectly, that the 
National Action Plan was successful in 
reducing the demand for newly produced 
CFCs (a stated objective) in the years 
prior to 1996. 


27.73 These and other results, however, 
have not been directly measured or 
quantified. The effectiveness of provincial 
regulations in “minimizing” emissions of 
CFCs (a stated objective) has not been 
demonstrated, primarily because an 
infrastructure for data collection and 
tracking was never established, even 
though it was considered an “essential 
component’. An evaluation of the costs to 
industry and governments was not 
undertaken prior to the Plan’s approval 
and implementation, or since. As a 
consequence, neither the benefits nor the 
costs of the National Action Plan are 


known, making its cost effectiveness 
impossible to determine. 


27.74 It is troubling to us that the Plan, 
which led to provincial regulations from 
coast to coast, has not been subjected to 
public scrutiny of its cumulative costs and 
benefits. We are particularly concerned 
because the lack of effective measurement 
of results, benefits and costs can affect the 
ability to make sound decisions on the 
future direction of the program and its 
related activities. Environment Canada 
has advised us that it is not its normal 
practice to conduct cost-benefit analyses 
of “policies” such as the National Action 
Plan; rather, each province is responsible 
for its own regulation. 


27.75 The 1992 National Action Plan 
mobilized political will and stimulated 
action. However, in our view, the 
weaknesses we have described underscore 
the complexities involved in managing a 
federal-provincial partnership. They also 
raise important questions about the 
respective accountabilities of the 
governments involved, particularly of the 
federal government. 


27.76 A federal-provincial partnership 
was the federal government’s chosen 
strategy for achieving some of its 
environmental goals. While we believe 
that there is a limit on the extent to which 
the federal government can be held 
accountable for the actions of provinces 
— or lack thereof — we nevertheless 
believe the federal government is 
accountable for the nature and 
management of the Plan. This is 
highlighted in paragraph 27.110. 


Educating the Public: Is It 
Working? 


27.77 Environment Canada and Health 
Canada, in partnership with numerous 
environmental, health, and educational 
non-government organizations, have used 
a variety of means to educate Canadians 
about ozone layer depletion, associated 
health risks, and potential measures to 
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reduce the risks. Arguably, the most 
familiar of these are Environment 
Canada’s “UV Index” and “Ozone 
Watch”. Canada was the first country in 
the world to issue nation-wide daily 
forecasts in this manner and it has become 
a model for countries around the world. 


27.78 Through these efforts, along with 
extensive media coverage (see 

Exhibit 27.5), classroom education, 
product labels and commercial 
advertising, Canadians have become 
highly aware of ozone depletion and the 
risks it poses to our health and 
environment. This is confirmed by public 
opinion surveys. However, awareness of 
risks is only the first step toward 
achieving the real objective, which is to 
change personal behaviour to reduce 
health risks to acceptable levels. This is 
recognized as a complex task, particularly 
among teenagers and young adults. 


27.79  Disturbingly, a recent national 
study found that at least half of all 
Canadians, especially those age groups 
most vulnerable (teenagers and young 
adults), do not protect themselves 
adequately from UV-B radiation during 
leisure activities. While the true reason for 
this lack of protective behaviour is 
unknown, in our opinion the long-term 
health consequences and costs are 
potentially very significant and not to be 
ignored. 


27.80 Health promotion and awareness 
are the responsibility of Health Canada. 
Exposure to UV-B radiation is one of 
many health risks to Canadians that the 
Department addresses. There is no 
assigned leadership within the Department 
for specifically communicating UV-B 
exposure risks, and no formal strategy to 
promote behavioral change specific to 
UV-B radiation exposure. Officials advise 
us that current and projected budget cuts 
are likely to substantially reduce the 
remaining capacity in this area, potentially 
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resulting in an increased risk to human 
health along with the associated costs. 


27.81 Health Canada, in co-operation 
with Environment Canada and other 
partners, should assess the significance 
of recent public opinion surveys and the 
effectiveness of current communication 
activities in promoting behavioral 
change and, based on its findings, 
determine the need for renewed or 
expanded communication programs, 
particularly among high-risk groups. 


Health Canada’s response: In 
co-operation with Environment Canada 
and other partners, Health Canada will 
review existing programs to optimize 
efforts aimed at educating Canadians on 
promoting changes to personal behaviour 
that could reduce risks to health and 
resultant costs associated with a depleting 
ozone layer; while efforts will be directed 
to the whole population, vulnerable 
sections of the population will be targeted. 


Environment Canada’s response: 
Environment Canada will continue to 
work closely with Health Canada and 
other partners in both workshops and 
presentations to educate Canadians about 
the science of stratospheric ozone 
depletion, associated health risks, and 
potential actions Canadians can take to 
protect themselves. 


Federal ODS Stewardship: The 
Not-So-Greening of Government 


27.82 Substantial quantities of ODS are 
being used and stored within federal 
facilities across Canada. We had expected 
the government, as Canada’s largest 
corporate entity, to be as demanding of its 
own operations as it is of those in the 
regulated community. Our expectations 
were heightened by explicit commitments 
to green government operations, which 
advocated the role of government as a 
leader. 
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Many Canadians do 
not protect themselves 


from ultraviolet-B 
radiation. 
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Exhibit 27.5 
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international qui assurera la 
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Media Coverage 


Le Monde le 27 Novembre, 1992 
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the 40—-per—cent cut agreed 
to by negotiators for 24 of 
the 43 countries who met 
last September in Montreal 


aerosol industry, which has 
decided to eliminate over 
the next six months the use 
of the culprit chemicals in 


_ Canadians charged with importing 
banned CFCs to U.S. 


PORTLAND, ME. (AP)—A New Brunswick 
auto dealership and the couple who own it face 
U.S. federal charges of illegal importation of a 
banned chemical linked to destruction of the 
Earth’s ozone layer. 


LeBlanc, 51 and his wife, Ann Ma 
Fredericton, were arrested Monday 
Rockport, Me. 

They are accused of violating U.S 
mental and customs laws by selling ¢ 


to discuss how to save the 


spray cans. 
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La Presse le 25 mai, 1993 
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27.83 Therefore, we looked at the 
clarity and consistency of objectives 
related to the use and phase-out of 
ozone-depleting substances, to assess the 
extent to which custodial departments 
have implemented responsible 
management practices. Departments 
selected for this review were National 
Defence (DND), Public Works and 
Government Services Canada (PWGSC), 
Fisheries and Oceans, Transport Canada 
and Environment Canada. 


Government-wide direction and 
cohesion lacking 


27.84 Inthe 1995 Guide to Green 
Government, and through other means, the 
government has declared its commitment 
to green its operations and to emulate best 
practices, recognizing its unique position 
to lead by example. However, these 
commitments have not been supported by 
government-wide policy or operational 
direction to departments on the 
management, replacement or elimination 
of ODS. Each department is left to 
interpret the government’s leadership 
intentions and develop operational 
performance expectations, largely within 
existing budgets. In our view, this has 
resulted in a minimalist approach to the 
management of ODS, uneven 
implementation in departments and 
inconsistent treatment of common issues. 


27.85 In our opinion, the federal 
government has failed to provide direction 
and has missed or ignored available 
opportunities to do so, including the 1995 
Guide to Green Government itself. Unlike 
some foreign governments, the 
Government of Canada does not routinely 
include its own operations within the 
ambit of regulated ODS end-use controls. 


27.86 Since the early 1990s, officials in 
Environment Canada and other 
departments have made continuous efforts 
to define and promote ODS management 
practices within federal departments. 
However, such efforts were undertaken in 
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the absence of a clear mandate and 
authority to do so. The voluntary nature of 
Environment Canada’s activities was 
welcomed by some departments but 
challenged and rebuked by others. In 
effect, no department is in charge. 


Development of strategies slow but 
proceeding 


27.87 Despite the lack of specific 
direction, individual departments have 
demonstrated initiative in the 
development of strategies for managing 
their ODS. We observed several examples 
of strong facility-level actions with 
progressive practices, often driven from 
the bottom up by self-motivated 
individuals. Nonetheless, there are 
significant variations among these 
departmental strategies — and in some 
cases within individual departments — in 
their degree of maturity, the specific 
nature of commitments, and the level of 
implementation. 


There is a lack of 
direction in defining 
leadership. 


27.88 Departments that have an 
inherent operational orientation, such as 
PWGSC, DND and Transport Canada, 
have tended to implement procedures and 
systems quickly. PWGSC, for example, 
prepared its CFC management strategy in 


1992. Certain federal 


departments show 
some progress in 
implementing ODS 
management 
strategies. 


27.89 The other departments have been 
somewhat slower to react. Environment 
Canada, for example, has yet to finalize 

its strategy, nearly 10 years after the 
signing of the Montreal Protocol, although 
it has implemented a pilot program at 
major facilities. Officials in one 
department advised us that departmental 
management never approved a strategy for 
implementation. 


27.90 As part of the audit, we 
interviewed five private sector 
organizations in order to draw some 
comparisons about policy direction and 
implementation. Based on those 
organizations’ experience, we observed 
that federal departments have been slower 
to react to the ODS issue and less 
aggressive in rationalizing existing 
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Sustainable 
development 
strategies may provide 
leverage for ODS. 


The rate of conversion 
to alternatives has 
been low in federal 
departments — target 
dates have not been 
established. 


Federal facilities 
regulations send 
important signals but 
gaps in leadership will 
remain. 


equipment and converting to alternatives. 
We also observed that private sector 
companies are more inclined to set 
phase-out and emission-rate targets based 
on numeric percentages. 


Low priority for ODS issues 


27.91 Most of the departments 
indicated that ODS management is a low 
priority. Departments expect effective 
ODS strategies and actions to be reflected 
in their sustainable development strategies 
(SDS) and environmental management 
systems. While this may provide more 
leverage for comprehensive ODS 
management policies, in some cases 
attention to the ODS issue is being lost as 
departments focus on preparation of their 
SDS. 


27.92 Departmental commitments are 
generally designed to meet the 
requirements of the Montreal Protocol 
and/or CEPA regulations (neither of which 
controls uses or emissions) and the CEPA 
Code of Practice. The commitment to 
comply with provincial legislation is 
uneven. Virtually all the departments we 
surveyed cited economic, not 
environmental, considerations as a 
primary driving force behind their ODS 
strategies. Departments cited the lack of 
resources and the desire to exercise fiscal 
responsibility as significant constraints. 


27.93 Departmental ODS strategies 
are limited in their reach. Departmental 
ODS strategies are generally based on 
minimizing emissions of ODS from 
operational equipment while maximizing 
the equipment’s economic life. This 
reflects the perspective that the solution to 
ozone layer depletion is the continued, 
conservative use of existing equipment 
and materials. Few departments have 
established target dates for the early 
phase-out or conversion of existing 
equipment, or set direction for the 
selection of acceptable alternatives or 
destruction of surplus quantities. This is 
directly related to the lack of direction to 
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do otherwise, uncertainty about the 
long-term use of existing alternatives such 
as HCFCs, and a lack of acceptable 
alternatives in some applications. It is 
consistent with what we found in some 
(but not all) private sector organizations, 
but not what we expected to find within 
the federal government, given its 
commitment to lead by example. 


Results being achieved but not always 
measured 


27.94 We observed a low rate of 
conversion of large CFC-based 
refrigeration and air-conditioning 
equipment to alternative refrigerants, 
continuing the risk of slow release of 
CFCs. In many but not all cases, full 
life-cycle analysis of conversion or 
replacement options is not undertaken. 
Departments report quantities of CFCs in 
storage to service equipment for decades 
ahead. One even advised increasing its 
existing inventory. This will likely 
prolong the use of ODS and discourage 
the conversion to alternatives. 


27.95 Results in halon fire 
extinguishing systems were more 
encouraging. While many halon systems 
remain in service due to the lack of 
acceptable replacements, they have 
largely been reduced to those in critical 
applications. 


27.96 Departments generally remove 
ODS when equipment is converted or 
replaced, and the material is either stored 
for future reuse or returned to the 
commercial market. In many cases, 
responsibility for servicing and 
maintenance of equipment is transferred 
to third-party contractors, with the 
expectation that they will follow 
provincial regulatory requirements. There 
are very few initiatives to destroy surplus 
ODS or associated equipment. 


27.97 Aconsolidated inventory of ODS 
at all federal facilities does not exist. 
Instead, the regions and facilities within 
the various departments are responsible 
for completing ODS inventories. Among 
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and within departments, the existence, 
accuracy and level of detail of inventories 
is uneven. 


27.98 | We were unable to measure or 
quantify overall results achieved. No 
department could provide us with an 
up-to-date summary of the status of its 
implementation, although this information 
was often available at a facility level. 


Direction for federal facilities is needed 


27.99 It is our strong expectation that 
comprehensive and effective sustainable 
development strategies and environmental 
management systems will substantially 
strengthen the robustness of existing ODS 
management practices and lead to 
improvements in results, and in their 
measurement. 


27.100 In 1995, Environment Canada 
started to develop regulations for federal 
facilities under CEPA in order to ensure 
that there is no regulatory gap, 
considering the measures in place for the 
private sector. The proposed regulations 
will send important signals to 
departments, particularly those that have 
yet to implement ODS management 
practices. 


27.101 We are concerned that 
Environment Canada may lack the 
capacity to enforce these proposed 
regulations effectively. 


27.102 The proposed regulations 
generally reflect the content of existing 
provincial regulations, and few 
departments surveyed expect a substantial 
impact on existing practices. If the 
regulations are implemented in their 
current form, and in the absence of any 
other directive from the federal 
government, in our opinion substantial 
gaps in direction will still remain in areas 
such as phase-out targets for all 
applications, the management of 
stockpiles, the conversion to or 
replacement with environmentally 
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acceptable alternatives, and the 
destruction of surplus ODS. 


27.103 The federal government should 
assign the responsibility and authority 
to Environment Canada, or another 
department of its choosing, to clearly 
articulate its expectations with respect 
to leadership in the management and 
elimination of ODS in federal 
operations and, on that basis, provide 
clear direction to departments. Such 
direction could be subsequently 
reflected in departmental sustainable 
development strategies and 
environmental management systems. 


. Department’s response: Environment 


Canada agrees that a clear assignment of 
the responsibility and authority to deal 
with ODS issues would enhance the 
direction provided to government 
departments. For its part, Environment 
Canada is prepared to articulate its 
expectations of federal operations with 
respect to the management and 
elimination of ODS. Our expectations for 
management of ODS will clearly be 
spelled out in the halocarbon regulation 
for federal facilities, currently in draft 
stage. The revised refrigeration Code of 
Practice and the Halon Code of Practice 
recently announced in Part I of the 
Canada Gazette further articulate our 
expectations. 


The ozone layer won't 
recover for 50 years. 


Turning to the Future: Finishing 
the Job of Ozone Layer Protection 


27.104 Loss of momentum. Government 
officials from developed countries report a 
loss of momentum, attention, and 
resources for their ozone layer protection 
programs, in part due to a perception that 
the problem has been resolved. We 
observed similar conditions and 
perceptions in Canada. 


Developed countries’ 
ozone layer protection 
programs have lost 


27.105 The job is not done. The ozone momentum. 
layer has not recovered, and will not for at 

least another 50 years, assuming that 

controls contained in the Montreal 


Protocol are fully implemented. 


27-25 


ee UEEEEEEEEEEEIREEERE EERE 


Ozone Layer Protection: The Unfinished Journey 


Opportunities exist for 
the federat 
government to speed 
ozone layer recovery. 


Clearer accountability 
is needed in managing 
the federal-provincial 
ODS partnership. 


As global emphasis in protecting the 
ozone layer necessarily shifts from 
developed to developing countries, 
perhaps the greatest threat to ozone 
recovery is apathy and loss of com- 
mitment in developed countries. Di- 
rect action by developed countries in 
transferring their technical, scientific 
and regulatory expertise is crucial, 
though its dividends may not be im- 
mediately evident. 

— Elizabeth Dowdeswell, Executive 
Director, UNEP. 


27.106 As noted in paragraph 27.29, the 
challenges facing governments in their 
quest to solve ozone layer depletion have 
shifted dramatically since the Montreal 
Protocol was first negotiated. 
Opportunities do exist for the federal 
government to take continuing and 
additional actions to speed the recovery of 
the ozone layer and ensure full 
implementation of the Montreal Protocol. 
Possible domestic actions include 
improved management of ODS stockpiles, 
promoting the development of and 
conversion to alternatives, enacting tighter 
controls on ODS such as methyl bromide, 
and destruction. There are also possible 
opportunities for Canada to strengthen its 
assistance to developing countries and 
countries with economies in transition, by 
expanding bilateral assistance, mobilizing 
Canada’s official development assistance, 
working co-operatively with 
non-government organizations, and 
providing training to foreign government 
officials. Environment Canada has 
demonstrated an awareness of many of 
these. 


27.107 Not all of these possible actions 
have equal effects or costs, and some 
require globally co-ordinated 
implementation. In a period when 
departments’ financial and human 
resources are diminishing, the challenge is 
to use sound science to identify and 
implement those actions that, relative to 
expenditures, will lead to the greatest 
benefit to ozone recovery and reduction in 


risk. This entails setting and balancing 
priorities among potential domestic and 
international actions. We could not find 
evidence that the processes used by 
Environment Canada to identify and set 
priorities among competing actions make 
use of structured comparative analyses of 
their relative costs and benefits. 


Revising the National Action Plan 


27.108 In May 1995, the Canadian 
Council of Ministers of the Environment 
(CCME) approved and released six 
specific recommendations to strengthen 
Canada’s efforts to protect the ozone 
layer. Though noble in intent, the 
recommendations were generally not 
accompanied by specific actions and 
tasks, defined accountabilities or 
measurable targets. Environment Canada 
has been slow to act on many of these 
recommendations. 


27.109 The federal-provincial working 
group, led by Environment Canada, is 
currently revising the 1992 National 
Action Plan in consultation with affected 
parties. The draft revised plan identifies a 
broad range of tasks and control actions, 
some of which are carried over from the 
1992 National Action Plan and the 
above-noted 1995 recommendations. In 
effect, Environment Canada, on behalf of 
the federal government, has signalled its 
intent to maintain and renew a 
federal-provincial partnership through 
revisions to the National Action Plan. 


27.110 In order to address weaknesses 
in the 1992 National Action Plan, 
Environment Canada should seek to 
have included in the revised plan, or 
other accompanying documentation, the 
following: 


e demonstration of the expected 
benefits and costs; 


e clearly articulated roles, tasks and 
responsibilities of the respective levels 
of government; 
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e¢ measurable objectives, targets and 
expected outcomes; 


¢ procedures for reliably measuring 
and reporting on performance; and 


e mechanisms to provide for redress 
and necessary program adjustments. 


Department’s response: The revised 
National Action Plan (NAP) has gone 
through a very thorough public 
consultation process and responds to the 
needs identified by stakeholders to 
strengthen Canada’s Ozone Layer 
Protection Program. Many of the tasks in 
the new NAP are studies to determine if 
further control measures are needed. 
Identifying cost-effective measures will be 
an important component of these studies. 
Comprehensive socio-economic 
cost/benefit analysis will continue to be 
carried out by the responsible regulatory 
agency where a regulatory approach is the 
appropriate response. The plan clearly 
identifies the tasks, roles and 
responsibilities, as well as outcomes and 
timelines. 


Although the Federal-Provincial Working 
Group already submits an annual report 
on its operations to the National Air 
Issues Co-ordinating Committee (NAICC), 
we will strengthen the report to include 
progress in implementing the NAP. This 
report will be publicly available on the 
Green Lane. We will also re-evaluate the 
NAP every two to three years to identify 
the need for redress and adjustments. The 
result of this evaluation will be reported to 
NAICC. 


27.111 Tasks included in the revised 
draft plan, and the priority assigned to 
each, were established by the 
federal-provincial working group on the 
basis of consultation and professional 
judgment. We believe that these should be 
critically re-examined in light of changes 
in commercial market forces and of the 
capacity of governments to maintain the 
necessary infrastructure in the face of 
budgetary restraint. We further believe 
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that the priority-setting process would be 
aided by an explicit structured and 
science-based evaluation of the 
comparative costs of the tasks and their 
relative potential effectiveness in reducing 
risk. That critical process has been 
hampered by the lack of measurement of 
the 1992 National Action Plan results and 
the absence of a comprehensive 
cost-benefit analysis. 


27.112 Among other things, it is 
important that Canada decide what to do 
about the conversion of existing 
equipment and the management or 
destruction of existing stocks of CFCs and 
halons. 


27.113 Conversion of equipment. 
Environment Canada has acknowledged 
that the rate of conversion away from 
CFC-based equipment in Canada is low, 
considerably lower than in the United 
States. To date, Environment Canada has 
done little to provide users with incentives 
to convert existing equipment to 
acceptable alternatives. On the contrary, 
many equipment owners cite the lack of 
certainty about phase-out dates for HCFCs 
and the potential regulation of 
hydrofluorocarbons (HFCs) as 
disincentives for conversion. 


27.114 We are aware that Environment 
Canada is presently studying the 
possibility of establishing phase-out dates 
for existing uses of CFCs and halons, as 
some other countries have already done, 
particularly in Europe. 


27.115 Management of halon stocks. In 
comparison with the management of CFCs 
through the National Action Plan, the 
stance of Environment Canada toward the 
management of halons has been more 
passive: a halon-based national action 
plan does not exist. Releases of halons 
from fire protection systems have always 
presented, and continue to present, a 
significant threat to the ozone layer. 
Environment Canada released a CEPA 
Code of Practice for Halons in 1997 and 
intends to assess the feasibility of phasing 
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Science-based priority 
setting is needed. 


in Canada there has 
been a slow rate of 
conversion to 
alternatives. 
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There is vagueness 
and uncertainty about 
the destruction of ODS 
— and a need to 
articulate the federal 
government's position. 


27-28 


out halons from existing systems. Some 
stakeholders have expressed concern 
about the lack of attention given to 
ensuring proper management of halon 
stocks. 


27.116 Decisions on destruction 
required. There is vagueness and 
uncertainty about Environment Canada’s 
intentions regarding the destruction of 
ODS, with no discernible policy direction. 
Despite repeated statements and 
commitments made on this matter since 
1990, little has been done. Resolution of 
this issue is important for several reasons. 


27.117 If the atmospheric release of 
halons and CFCs contained in existing 
equipment or stored for future use is 
prevented, we will reap significant 
environmental dividends. Scientists 
predict that such actions could result, 
respectively, in a 10 percent and 3 percent 
improvement in ozone layer recovery, but 
only if undertaken globally. 


27.118 Also, as already noted in this 
chapter, clear direction has not been given 
to federal departments regarding the 
ultimate destruction of ODS managed by 
them. 


27.119 Perhaps most important, the 
potential destruction of ODS has 
significant implications with respect to the 
need to maintain provincial regulations on 
recovery and recycling of CFCs, and for 
the proposed regulation of federal 
facilities. If destruction is not supported, 
the existing regulatory regime will serve 
to delay, but not prevent, emissions of 
CFCs into the atmosphere. 


27.120 We acknowledge that destruction 
represents a complex policy issue. We 
observed that some countries have 
implemented ODS destruction programs; 
others are providing substantial funding 
for the development and demonstration of 
destruction technology; and others still 
struggle with the concept. Governments 
face challenging public policy issues of 
determining the costs and benefits, 


deciding who should pay, ensuring 
technical capacity, and managing the risk 
of indirectly encouraging intentional 
release into the atmosphere. 


27.121 Environment Canada should 
clearly articulate the federal 
government’s position on the 
destruction of ozone-depleting 
substances and related equipment and 
products, including those held by 
federal departments. If destruction is 
supported, Environment Canada should 
commence development of the 
infrastructure required for 
implementation. 


Department’s response: Environment 
Canada agrees that a Canadian position 
needs to be developed on destruction of 
ODS, including conversion of ODS to 
non-toxic substances. The role of 
destruction in managing the surplus stocks 
is not just an issue for the federal 
government but also a national and 
international issue. 


One of the tasks identified in the NAP is to 
develop a national strategy for the 
management, including destruction, of 
surplus ODS. Other tasks to be carried out 
will define the costs and benefits of 
Canada-wide use phase-outs for CFCs 
and halons and their impact on surplus 
stocks. The results of these studies, along 
with stakeholder consultations, will help 
determine the role of Environment 
Canada, provincial authorities and the 
different stakeholders in the management 
of surplus ODS in Canada and their 
ultimate disposal. 


Discussions on the need for destruction of 
surplus ODS, as opposed to their 
redeployment, have started to take place 
under the Montreal Protocol. Jn this 
context, the federal government will need 
to articulate its position. 
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Assessing the needs of developing 
countries 


27.122 The complete, timely and full 
implementation of the Montreal Protocol 
by developing countries is in jeopardy. 
Senior officials from governments of 
several developed countries and from the 
“Implementing Agencies” under the 
Multilateral Fund (see Appendix B) 
expressed concern to us about whether the 
Multilateral Fund by itself would be 
sufficient to ensure the timely 
achievement of the Montreal Protocol 
objectives in developing countries. 


27.123 Production of ODS in developing 
countries is growing, and a majority of 
them have indicated that they will have 
difficulty meeting their freeze obligations 
in 1999. In addition, a few countries with 
economies in transition are in default of 
their international obligations. 


27.124 While financial assistance to 
developing countries is critical, they also 
require technical and regulatory capacity 
in order to manage ozone layer protection 
on a long-term basis. Implementing 
Agencies in particular support the critical 
need for transfer of developed country 
expertise in areas of science, technology 
and regulatory design and 
implementation. 


Needs assessment lacking 


27.125 In light of this, we had expected 
to find an identification and evaluation of 
additional opportunities for strengthening 
assistance to developing countries, 
including potential actions both within 
and outside of the Multilateral Fund. It is 
a matter of protecting our health and our 
past investment. However, we could find 
no evidence that Environment Canada or 
the Canadian International Development 
Agency (CIDA) had formally and 
explicitly analyzed the needs of 
developing countries in this regard, 
independent of reviews undertaken 
internationally. There was little evidence 
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that either organization has even 
considered the need to conduct such an 
assessment. 


27.126 This was in sharp contrast to the 
awareness and actions we noted in other 
developed countries. Many have reacted 
to recent trends by implementing 
assistance initiatives that go “above and 
beyond” actions called for in the Montreal 
Protocol, including the mobilization of 
traditional official development 
assistance. 


Establishing the balance between 
domestic and international actions 


27.127 Program responsibilities within 
Environment Canada separate work 
related to international negotiations and 
assistance from domestic controls, 
reflecting for the most part historic 
organizational design and past priorities. 
The funds available for international and 
domestic use do not originate from the 
same source. Consultation and 
co-ordination do occur between these 
spheres of activity within the Department. 
However, we noted a lack of structured 
comparison of the relative effectiveness of 
potential domestic and international 
actions to balance effort between them. As 
a result, we are concerned that the total 
pool of available resources may not be 
optimized to provide maximum benefit to 
the protection of the ozone layer. 


Financial assistance to 
developing countries 
IS critical but the 
transfer of expertise is 
also needed. 


27.128 As Environment Canada 
develops its future plans related to the 
elimination of ODS and reduction of 
risk, it should ensure that available 
resources are directed to those activities 
that maximize benefits to ozone layer 
recovery. This necessarily involves 
consultation with affected stakeholders 
and exercising professional judgment 
but should also be supported by the 
application of science-based 
priority-setting tools and processes that 
provide for the comparison of the 
relative benefits and costs of available 
risk reduction opportunities. 
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Department’s response: Environment 
Canada acknowledges the need to be 
active both domestically and 
internationally. We have international 
financial obligations to the Multilateral 
Fund over which we have limited 
flexibility. In addition, there are also 
financial obligations related to our 
domestic programs: regulations 
implementation and enforcement, 
federal-provincial co-ordination, 
stakeholder information and consultation, 
etc. At the same time, we wish to ensure 
that Canada continues to be exemplary in 
reducing the environmental threat from 
ODS, working within our existing 
government structures. Environment 
Canada will undertake a more structured 
assessment of the relative effectiveness of 
its activities to determine where resources 
might be best deployed given existing 
constraints. 


Conclusion 


27.129 Global efforts to understand and 
protect the ozone layer have been under 
way for several decades. Through the 
Montreal Protocol, much has been 
accomplished and learned, although much 
remains to be done before success can be 
declared. 


27.130 We believe these efforts are a 
demonstration of sustainable development 
in action, in both developed and 
developing countries. They are evidence 
that the environment and the economy can 
go hand in hand as the world attempts to 
solve a serious environmental threat. 


27.131 Canada, through the leadership of 
Environment Canada and in collaboration 
with other federal government 
departments, provincial governments, 
industry and other stakeholders, has met 
and in some cases exceeded its obligations 
under the Montreal Protocol. Canadian 
achievements compare favourably with 
those of other countries, in both 
influencing and implementing the 


international agenda. Canada has also 
made substantial progress on its domestic 
policy commitments. 


27.132 A regulatory infrastructure under 
CEPA exists to achieve future Montreal 
Protocol requirements, although 
weaknesses in the enforcement regime 
have been noted. 


27.133 Canada has also implemented 
regulatory and non-regulatory controls not 
required by the Montreal Protocol. Many 
of the commitments in the 1992 CCME 
National Action Plan have been met. 
Implementation of commitments made by 
the CCME in 1995 to strengthen Canada’s 
program has been slow; several key 
issues, including additional measures to 
promote conversion of existing equipment 
and destroy surplus ODS, require a clear 
articulation of federal policy. We are 
concerned about the future ability to 
measure progress achieved in the revised 
National Action Plan, due to the lack of 
clear measurable objectives and a suitable 
measurement infrastructure. 


27.134 Federal commitments to green 
government operations and to lead by 
example have not been supported by 
government-wide policy or operational 
direction on the management of ODS. We 
observed wide variations in the 
consistency of departmental ODS policies 
and strategies, as well as gaps in direction 
on the phase-out of uses, selection of 
acceptable alternatives and the destruction 
of ODS in federal operations. 


27.135 Implementation of ODS 
management practices by federal 
departments has been mixed. While we 
observed some progressive facility-level 
practices, most departmental practices 
reflect the continued use and emission of 
CFCs and halons in order to maximize the 
economic life of equipment. The tracking 
of results achieved toward meeting 
established objectives is weak and is 
generally undertaken at the facility, not 
departmental, level. 
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27.136 Canada’s implementation of the 
Montreal Protocol through CEPA has 
generally been developed on the basis of 
scientific consensus, stakeholder 
consultation and detailed socio-economic 
analysis. The information base has been 
developed at an international level and 
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supplemented by domestic analyses. 


27.137 We believe that the effectiveness 
of future federal efforts could be 
strengthened through the application of 
science-based priority-setting tools and 
processes and a balance between potential 
domestic and international actions. 


Report of the Auditor General of Canada — December 1997 27-31 


Ozone Layer Protection: The Unfinished Journey 


My About the Audit 


Objectives 
There were four audit objectives: 


e The Control of Ozone-Depleting Substances: To provide an assessment of progress to date in meeting 
| international and domestic commitments and to assess whether strategies and practices are in place to 
meet commitments and measure progress in the future. 


e Greening of Government: To determine the clarity and consistency of objectives regarding the use and 
phase-out of ozone-depleting substances within government operations and to assess the extent to which 
selected custodial departments have implemented strategies and actions and achieved results pursuant to 
established objectives. 


e Ozone Policy Development and Implementation: To determine whether Canadian public policy on 
ozone layer protection has been developed and implemented on the basis of sound information. 


e Lessons Learned: To identify “lessons learned” in the ozone layer protection experience. 


Criteria 


We expected that Environment Canada should have met all commitments related to the control of 
ozone-depleting substances (ODS) and established effective systems to measure and report on those programs. 
We expected that custodial departments should have designed and implemented management systems to 
control their own use of ODS, in accordance with government and departmental policy and contemporary 
management practices. We expected that policy should have been developed using sound scientific, 
socio-economic, technical and environmental information and analytical tools, in order to ensure that control 
actions will achieve maximum benefit for minimum cost. 


Scope 


The audit examined the international obligations contained in the Montreal Protocol and related decisions of 
the parties to the Protocol. It also included domestically established control programs and enforcement under 
CEPA. The audit also focussed on government-wide and departmental policy framework for ODS control as 
well as existence and implementation of strategies to enact policy. The use and integration of analytical tools 
and information in policy development and implementation as well as performance measurement practices 
were also considered. 


The audit also examined the proposed “Federal Facilities Regulations”, the Environment Canada initiative to 
improve the ozone layer protection program and the National Action Plan. Finally, our work included the 
identification of factors that have contributed to the success or failure of Canada’s program and identified 
approaches used by other agencies or national governments in dealing with similar issues. The timeframe of 
_ the audit extended back to the early 1980s in order to obtain the proper historical perspective, but 
concentrated on regulatory activities since 1990. 
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Approach 


The audit approach consisted of interviews and document review, including existing regulations and 
supporting documentation, compliance data, existing memoranda of understanding between Environment 
Canada and other federal departments, and any existing administrative or equivalency agreements with the 
provinces and/or territories. The audit was conducted primarily within Environment Canada but also included 
Foreign Affairs and International Trade Canada, Health Canada, Revenue Canada, Royal Canadian Mounted 
Police, Transport Canada, Fisheries and Oceans, Department of National Defence, Canadian International 
Development Agency, Public Works and Government Services Canada, Correctional Service Canada, the 
Treasury Board Secretariat and Agriculture and Agri-Food Canada. The audit also included interviews with 
selected provinces, industry and industry associations, other national governments, UN agencies, 
environmental interest groups and other stakeholders in order to compare Canadian practices. 


Audit Team 


- John Affleck 
Frank Barrett 
Jacques Grou 
John Reed 
Stephanie Taylor — 


For information, please contact Wayne Cluskey, the responsible auditor. 
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APPENDICES 


Appendix A — The Montreal Protocol at a Glance 


Key Features of the Montreal Protocol 


* 


Control measures for ozone-depleting substances (ODS): “Parties” are required to eliminate the production and 
“consumption” of “controlled substances” according to binding targets and schedules. Controlled substances include 
chlorofluorocarbons (CFCs), halons, carbon tetrachloride, methyl chloroform, hydrochlorofluorocarbons (HCFCs), 
and methyl bromide. (Note: Under the Montreal Protocol, “consumption” does not mean “use”; rather, it is a 
formula for the net supply of ODS into a country). Different phase-out schedules exist for each class of 
ozone-depleting substances and for developed versus developing countries. Currently applicable phase-out dates are 
illustrated below. 


Substance Developed Countries Developing Countries 
CFC January 1, 1996 January 1, 2010 
Halons January 1, 1994 January 1, 2010 
Carbon Tetrachloride January 1, 1996 January 1, 2010 
Methyl Choroform January 1, 1996 January 1, 2015 
Hydrochlorfluorocarbons January 1, 2030 January 1, 2040 
Methyl Bromide January 1, 2005! January 1, 2015! 


' These phase-out dates were agreed to by the Parties at 9th Meeting of the Parties, September 1997. These dates are generally subject 
to exemptions for approved “essential uses”. 


Source: United Nations Environment Program 


* 


Trade measures: “Parties” are required to ban imports and exports to “non-parties” to the Montreal Protocol of 
controlled substances and products containing controlled substances. 


* 


Special provisions for developing countries: The Protocol includes mutual but differentiated obligations for 
developed countries and developing countries. Developing countries are given a grace period (10 years or more) to 
comply with the control measures and are provided with financial assistance to accomplish phase-out through the 
Multilateral Fund for the Implementation of the Montreal Protocol (The Multilateral Fund). 


* 


Data reporting: Parties are required to submit data to the UNEP on their production, imports, exports, destruction 
and recycling of controlled substances yearly. 


x 


Exchange of information: Parties are required to share information on best technologies, alternatives to controlled 
substances, and public education, and to report on their activities every two years. 


* 


Non-compliance procedures: Procedures are established to encourage compliance by parties who fail to meet their 
obligations under the Protocol. These procedures are presently under review. 


% 


Assessment panels: The Protocol has established expert “assessment panels” on Atmospheric Science, 
Environmental Effects, and Technology and Economics in order to provide state-of-the-art information and advice. 


* 


Revisions: The Protocol has built-in provisions for making changes to the control regime. Since 1987, the Protocol 
has been amended twice, in 1990 adding carbon tetrachloride and methyl chloroform and in 1992 adding 
hydrochlorofluorocarbons (HCFCs) and methyl bromide. 
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Appendix B — The Multilateral Fund at a Glance 


Key Features of the Multilateral Fund 


* The Parties to the Montreal Protocol established the “Multilateral Fund for the Implementation of the Montreal 
Protocol” on an interim basis in 1990. Its purpose was to provide financial assistance to qualified developing 
countries who are parties to the Montreal Protocol to assist them in implementing their control obligations. The 
Fund was established in its final form on 1 January, 1993. 


* The Fund is governed by an Executive Committee, made up of seven developing and seven developed countries. To 
obtain assistance from the Multilateral Fund, a developing country will normally work with one of the designated 
Implementing Agencies — The United Nations Development Program (UNDP), the United Nations Environment 
Program (UNEP), the United Nations Industrial Development Organization (UNIDO) or the World Bank — to assess 
its industrial situation and identify specific projects for approval. A full-time Secretariat located in Montreal 
provides support to the Executive Committee and reviews project proposals and work plans submitted by the 
Implementing Agencies. Payments from the Multilateral Fund are subject to strict eligibility criteria and require 
approval of the Executive Committee. 


* The amount of replenishment of the Fund is negotiated by the Parties on a triennial basis, based on expert advice 
received from the Secretariat, the Implementing Agencies, and the Technology and Economic Assessment Panel. 
For 1991-1993, the Fund was US $240 million upon the signing of the Montreal Protocol by India and China. A 
budget of US $510 million (including a carry-over of US $55 million from the 1990-1993 period) was adopted to 
cover the 1994-1996 period. For the period 1997-1999, the level of funding as been set at US $540 million (which 
includes a carry-over of US $74 million from 1994-96). Contributions from individual donor countries are set 
according to percentages contained in the United Nations scale of assessments. 


* By design, the Multilateral Fund is intended to meet the agreed “incremental costs” of ODS phase-out, that is, in 
principle the increased costs to developing countries of using ozone-friendly technologies. 


* Provisions of the Fund allow a donor country to make up to 20 percent of its assessed contribution in the form of 
“bilateral assistance”. This allows a donor country to form a partnership with an eligible recipient country and 
implement projects thi t, subject to eligibility criteria and approval of the Executive Committee, match a donor 
country’s capability with the needs of a recipient country. 


* As of June 1997 over 1,800 projects had been approved by the Executive Committee, including 800 investment 
projects, for a total of US $618 million. This level of funding is expected to result in the permanent, annual 
phase-out of 81,000 ODP tonnes. These projects cover all industrial sectors and the Multilateral Fund has effectively 
created global business opportunities for consultants and technology providers. The majority of investment projects 
are tendered on a competitive basis through the UN system. 
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Chapter 28 


Fisheries and Oceans Canada 


Pacific Salmon: Sustainability of the 
Resource Base 


The audit work reported in this chapter) was conducted i in accordance with the legislative 
mandate, policies and practices of the Office of the Auditor General. These policies and — 
practices embrace the standards recommended by the Public Sector Accounting and — 
Auditing Board (PSAAB) of the Canadian Institute of Chartered Accountants. The — 
numbered paragraphs in bold | face represent PORES 


Table of Contents 


Main Points 


Introduction 


Importance of salmon habitat 
Responding to change 
Focus of the audit 


Observations and Recommendations 


Legislation and Policy 
The Department has a strong mandate to protect salmon and habitat 
The provincial government’s support is essential 


Conflicting Evidence on Status of Resource Base 
Limited information precludes a complete assessment 
The physical habitat base is being eroded 
Threats to habitat are widespread and increasing 
Information management needs improvement 
Information is not always accessible to managers 


Achieving Sustainability and Protecting Genetic Diversity 
Salmon sustainability and genetic diversity depend on habitat conservation and protection 
The Department’s Habitat Policy allows for sustainable development and 
protects genetic diversity 
Sustainability must be implemented at the stock level to optimize genetic diversity 


Project Referral System 
The project referral system is the primary tool being used to conserve habitat 
Planning is not receiving the emphasis it deserves 
The referral process results in some habitat loss 
Insufficient attention is given to monitoring and follow-up 


Putting “Partnerships” to Better Use 
Internal co-ordination is improving but problems still exist 
The Salmonid Enhancement Program (SEP) can support genetic diversity and 
promote proactive habitat management 
More community involvement in planning is needed 
The momentum established by SEP and the Green Plan needs to continue 
Aboriginal groups have a greater role to play in habitat management 


Government Involvement 
Governments are becoming more proactive in habitat management 
Municipalities are supporting planning approaches but problems remain 


Accountability Is Needed 
Accountability for delegated habitat management responsibilities is lacking 
The 1985 General Fisheries Agreement has no provision for accountability 
Proposed changes to the Fisheries Act could deal with the accountability problem 
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Fisheries and Oceans Canada 


Pacific Salmon: Sustainability of the 
Resource Base 


Assistant Auditor General: Don Young 
Responsible Auditor: John McCullough 


Main Points 


28.1 Canada’s ability to sustain the Pacific salmon resource at the present level and diversity is questionable 
given the various factors influencing salmon survival, many of which are beyond its control. While Fisheries and 
Oceans has built up major salmon stocks, others are declining and many are considered threatened. There is 
evidence that habitat loss is contributing to these declines. However, no overall status report on salmon habitat is 
available to assess the impact of habitat loss on the resource. 


28.2 Fisheries and Oceans has a strong mandate in the Fisheries Act to protect salmon and their habitat. 
However, due to the division of environmental powers under the Constitution Act, the support and co-operation of 
the Province of British Columbia (B.C.) and municipalities are prerequisites for sustainability of the resource. 


28.3 The Department’s Habitat Policy (1986) promotes both sustainability and genetic diversity. The Policy 
balances proactive elements (land use planning, integrated resource management and development of guidelines) 
and reactive elements (project review/approval, compliance monitoring and enforcement). The Department has 
tended to focus more on the reactive elements, but without sufficient emphasis on monitoring and follow-up. 


28.4 Habitat management requires improved co-ordination within the Department and the increased 
involvement of external groups, including provincial and municipal governments, stakeholders and the public, 
under agreements that include accountability provisions, where appropriate. The Department’s overall 
responsibility for habitat requires clear accountability to maintain control of the process and depends especially on 
B.C. being held accountable for its own habitat responsibilities. 


28.5 The opportunity now exists for Fisheries and Oceans to further develop and strengthen its relationship 
with the Province following the signing in April 1997 of the new Canada—B.C. Agreement on the Management of 
Pacific Salmon Fishery Issues. The Agreement is intended to revisit existing areas of intergovernmental 
co-ordination covered under the 1985 General Fisheries Agreement and to examine other areas for co-operation. 
B.C. has released a discussion paper in anticipation of future negotiations. The Department’s position on habitat 
management is expected to be clarified to prepare it for these negotiations. 
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Introduction 


Importance of salmon habitat 


28.6 For thousands of years, Pacific 
salmon have been a vital part of life on 
the West coast of Canada, and the six 
species of salmon in British Columbia — 
sockeye, pink, chum, chinook, coho and 
steelhead — continue to generate a wide 
range of economic, social and cultural 
benefits. 


28.7 Salmon fisheries contribute 
significantly to local, provincial and 
national economies. Based on information 
obtained from Fisheries and Oceans, the 
commercial fishery, which takes all 
species, had an average landed value of 
$265 million per year over the period 
1986 to 1995. Results of the latest 
recreational fishing survey indicate that 
direct expenditures alone by anglers in 
B.C. tidal waters exceeded $228 million 
in 1990, with the overall economic impact 
being considerably larger. This fishery is 
focussed essentially on three salmon 
species — chinook, coho and steelhead. 


28.8 Salmon are a primary food source 
for the Aboriginal people and fisheries are 
a mainstay of their economy. Protecting 
these fisheries and the resource base on 
which they depend is therefore an 
important step in preserving this unique 
part of Canada’s heritage. 


28.9 The commercial fishery takes 
over 90 percent of the annual catch, with 
the recreational and Aboriginal fisheries 
sharing the remainder. The latter fisheries 
are legally protected and are thus a first 
management priority after conservation 
needs have been met. 


28.10 Although trends in salmon 
numbers are influenced by catch, as well 
as marine and freshwater productivity, a 
healthy habitat is a fundamental 
requirement for sustaining salmon stocks. 
Furthermore, the habitat provides food 
and shelter for other desirable resident and 
migratory aquatic and terrestrial wildlife, 


ee 
Fisheries and Oceans Canada — Pacific Salmon: Sustainability of the 


while providing water for human 
consumption and other uses. The 
challenge for Canada is how to protect 
salmon habitat in the context of 
sustainable development, which seeks to 
balance economic development with 
environmental protection. 


Responding to change 


28.11 Since the introduction of the 
Green Plan (1990), the federal 
government has been adjusting its 
programs to reflect its international 
commitments to sustainable development 
and biodiversity. By December 1997, all 
federal departments must table sustainable 
development strategies and action plans in 
Parliament. Recently, Fisheries and 
Oceans has been the subject of a number 
of reviews (both internal and external) that 
have resulted in recommendations for 
changes in the way it manages salmon 
habitat. 


28.12 This push for change, to which 
the Department is responding, has also 
been prompted by internal budget cuts, the 
Department’s amalgamation with the 
Canadian Coast Guard and the new 
Oceans Act. 


Focus of the audit 


28.13 In view of the complexity of 
issues associated with the conservation 
and protection of the salmon resource and 
its habitat and the management of 
fisheries, our audit of the Pacific salmon 
fishery has been divided into two phases. 
This report addresses the sustainability of 
the salmon resource base, with an 
emphasis on the conservation and 
protection of habitat; the second phase 
will address the sustainability of the 
salmon fisheries, including fisheries 
management and the allocation of catch, 
and will be reported in the spring of 1999. 
In both cases, our examination is confined 
to the five species of salmon that are 
managed by Fisheries and Oceans — 
namely, sockeye, pink, chum, chinook and 
coho; the sixth, steelhead, is under 


Resource Base 


Salmon have a cultural 
and economic 
importance to 
Canadians. 


A healthy habitat is 
fundamental for 
sustaining salmon 
stocks. 
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Resource Base 


Federal and provincial 
co-operation is 
essential to protect 


habitat. 


Exhibit 28.1 


provincial control. Further details on the 
audit objective and criteria are found at 
the end of the chapter in the section 
About the Audit. A glossary of technical 


terms as used in the text is in Exhibit 28.1. 


Observations and 
Recommendations 


Legislation and Policy 


The Department has a strong mandate 
to protect salmon and habitat 


28.14 Under the Constitution Act 
(1982), the federal government has 
legislative responsibility for Canada’s 
fisheries. The Minister of Fisheries and 
Oceans has been assigned responsibility 
for sea coast and inland fisheries, marine 
science and administration of the 
Fisheries Act. A key component of this 
responsibility is the protection of fish and 
fish habitat from disruptive and 
destructive activities as described in 
section 35. Projects with potential impacts 
on fish habitat are reviewed to determine 
if they can proceed and, if so, under what 
terms and conditions. In making these 
determinations, the Department is guided 


Explanation of Key Terms As Used in the Text 


of “Net Gain” 


Stocks Individual populations of a species that spawn independently in 
distinct areas; for example, Fraser River sockeye spawning in the 
Adams and Chilko Rivers are separate stocks of sockeye salmon. 
Sustainable Development that meets the needs of the present without 
Development compromising the ability of future generations to meet their own 
needs. 
Genetic The “pool” of inherited physical and biological characteristics 
Diversity contained within individual stocks that collectively form a species. 
Habitat Policy The Habitat Policy’s guiding principle is to achieve a net 
Objective gain in the natural productive capacity of fish habitat. 


As a first step in achieving this overall goal, the Habitat Policy 
provides that there be no net loss in productive capacity. Although 
the Habitat Policy acknowledges that there will be some loss of 
habitat at times, it seeks to achieve an overall net gain by striving to 
conserve existing habitat, restoring damaged habitat, and, where 
possible, developing new habitat. 


by its Policy for the Management of Fish 
Habitat (1986) (the Habitat Policy) and 
the Habitat Conservation and Protection 
Guidelines (1994) derived from it. Details 
on the specific habitat protection 
provisions in the Act are given in 

Exhibit 28.2. 


28.15 The Habitat Policy’s objective is 
“net gain” — that is, increasing the 
amount of habitat available to salmon by 
conserving existing habitat, restoring 
damaged habitat and, where possible, 
developing new habitat. In determining 
the level of protection afforded to habitat 
at a given site, the Policy indicates that its 
potential contribution to those stocks on 
which communities rely is especially 
important. The Department is therefore 
guided by its first operating principle: 
conservation of the fisheries resource is 
paramount. 


The provincial government’s support is 
essential 


28.16 Canada has made special 
arrangements with British Columbia 
concerning day-to-day management of the 
freshwater fisheries of the province and 
that of the migratory steelhead. While the 
Fisheries Act applies across Canada, 
provincial legislation controls land and 
water use, which also affects fish habitat 
in freshwater. The B.C. Ministry of 
Environment, Lands and Parks has 
conservation officers stationed throughout 
the province and they assist Fisheries and 
Oceans in enforcing the Fisheries Act, as 
well as provincial legislation. The 
continuing co-operation of the two levels 
of government is therefore essential if 
freshwater salmon habitat is to be 
protected. 


Conflicting Evidence on Status of 
Resource Base 


28.17. The total numbers of all species 
of salmon returning to B.C. waters show a 
positive trend from the early 1970s 
through 1993, reaching a peak of over 

70 million fish in 1989. The annual 
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returns are dominated by production 
originating from the Fraser and the Skeena 
Rivers, the two largest river systems on 
the coast of B.C. The large numbers of 
sockeye, pink and chum produced in these 
two rivers are the result, in part, of the 
enhancement of major stocks. 


28.18 While there appears to be little 
reason for concern about the overall 
numbers of these three species, the 
numbers of chinook and coho salmon 
returning to B.C. waters to spawn tend to 
be low at present. 


28.19 Those stocks that spawn within 
tributaries of the Strait of Georgia may be 
declining, with serious problems emerging 
for some chinook and coho stocks. Chums 
are considered to be in a sustainable state. 


Fisheries and Oceans Canada — Pacific Salmon: Sustainability of the 


28.20 When the status of individual 
stocks of salmon that arrive on their 
spawning grounds is examined in detail, 
there is evidence that many stocks are 
under stress. A recent report based 
primarily on departmental data concluded 
that, of the 4,906 stocks of salmon in B.C. 
and the Yukon, on which there was 
sufficient information to assess their 
status, 600 are at high risk, 63 at moderate 
risk and 57 of special concern. 


Limited information precludes a 
complete assessment 


28.21 The total number of salmon 
stocks identified in the above-noted study 
were 8,171. For 3,265 (40 percent), there 
were insufficient data on which to 
determine their status. Due to their small 
size, these stocks are not of great 


Resource Base 


The number of salmon 
returning to B.C. 
waters shows a 
positive trend. 


Many individual stocks 
are under stress. 


Exhibit 28.2 


The Legislative Mandate 


The Fisheries Act was amended i in D7 to include the habitat protection provisions that give the Minister of Fisheries and Oceans 


the following ie 


Sections 20, 
21 and 22: 


Section 30: 


The authority to require che ennicton maintenance and operation of fish passage facilities at obstruction 
in rivers; to require financial support for fish hatchery establishments constructed and operated to maintain 
runs of migratory fish; to remove unused obstructions to fish passage; and to require a sufficient flow of water 
at all times below an obstruction for the safety of fish and the flooding of spawning grounds. 


_ The authority to require the installation and maintenance of screens or guards to prevent the passage of fish 


Section 32: 


Section 35(2): 


Section 37: 


Section 37(2): 


Other Sections: 


into water intakes, ditches, canals and channels. 


‘The authority to prohibit the destruction of fish by any means other than fishing. 


The authority to authorize the harmful alteration, disruption or destruction of fish habitat and the conditions 
under which this may occur. 


Comprehensive powers to protect fish and fish habitat from the discharge of deleterious substances; to request 
plans for developments that may affect fish; to develop regulations and to modify, restrict or prohibit certain 
works or undertakings. 


The authority to modify, restrict or prohibit any work or undertaking that is likely to result in the harmful 
alteration, disruption or destruction of fish habitat, a term that is defined in subsection 34(1) of the Act. 


Definitions, penalties and additional powers are provided in sections 34(1), 35, 36, 40, and 43, among others. 


Fishery regulations specific to provinces and territories are made pursuant to the Fisheries Act, and some of these contain habitat 


protection sections. 


The definition of fish habitat is: “spawning grounds and nursery, rearing, food supply and migration areas on which fish 
depend directly or indirectly in order to carry out their life processes.” 


The Fisheries Act provides for regulations respecting the conservation and protection of fish. In this respect, it covers all stocks 
and therefore supports genetic diversity. 
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commercial importance now, but may be 
important for local sport and Aboriginal 
fisheries in the future. They are also 
needed to maintain genetic diversity. At 
the present level of stock assessment, it 
may be some time before the status of 
these stocks is determined — perhaps too 
late to take remedial action. 


28.22 The Department’s Pacific Stock 
Assessment Review Committee (PSARC) 
process is one where scientific advice on 
stock status, available catch, 
methodologies and other technical matters 
are rigorously reviewed, often involving 
external reviewers. The PSARC 
subcommittee dealing with data and data 
quality has proposed that expenditures be 
made to improve the nature and quality of 
the databases. It is hoped that the 
Canada—B.C. Agreement on the 


Management of Pacific Salmon Fishery 
Issues (1997), which provides for 
provincial representation on PSARC, will 
be able to address the problem of data 
quality successfully. 


The physical habitat base is being 
eroded 


28.23. While the overall number of 
salmon returning to B.C. waters is 
increasing and some major stocks are 
rebuilding to higher and sometimes record 
numbers, the numbers and strengths of 
some individual stocks are declining and 
are cause for concern. The causes for 
these declines are complex and include 
natural processes, such as cyclic changes 
in ocean productivity and marine survival, 
alterations of freshwater productivity, both 
natural and man-made, and human 


Examples of Estuary Development 


(see paragraph 28.23) 


Photos courtesy of 


Controlled development — 
Fisheries and Oceans 


minimum impact on fish habitat 
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influences, such as fishing and habitat 
alteration. Habitat loss is a major problem 
and, in fact, the Department estimates that 
loss of habitat probably accounts for 20 to 
30 percent of the disappearance of small 
stocks of salmon in B.C. For example, the 
development of the City of Vancouver has 
resulted in 70 percent of the Fraser River 
estuary’s original wetland system being 
altered, mostly by diking and drainage 
projects, and approximately 50 percent of 
the estuary’s delta habitat being lost to 
development since 1880. Such changes 
have resulted in the documented 
destruction of streams and the subsequent 
loss of salmon. 


28.24 In seeking to achieve a “net gain” 
of habitat, Fisheries and Oceans first seeks 
to conserve existing habitat (see 

Exhibit 28.3) and obtain compensation for 
damaged habitat under the guiding 
principle of “no net loss”. However, 
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departmental reports on projects indicate 
that on balance habitat is being lost. 


28.25 Since the introduction of the 
Habitat Policy in 1986, Fisheries and 
Oceans has not prepared an overview 
report on the status of fish habitat 
conservation in Canada. While it does 
report annually to Parliament on the 
administration and enforcement of the fish 
habitat protection and pollution prevention 
provisions of the Fisheries Act, pursuant 
to section 42.1 of the Act, there is no 
mandated responsibility to report on the 
Department’s performance in meeting the 
objectives and goals of the Habitat Policy. 


28.26 The overall objective of the 
Habitat Policy is to achieve a “net gain” in 
the productive capacity of fish habitat. 
Because productive capacity is difficult to 
measure in practice, the Department relies 
on surrogate measures of physical 
parameters (for example, loss or reduction 
of a salt marsh or gravel bed) or biological 


Reports indicate that 
habitat is being lost. 


OBJECTIVE 
_ Net Gain of Productive Capacity for Fisheries Resources 


Exhibit 28.3 


Policy Framework for Fish 


Goal 1 
Fish Habitat 
Conservation 


Guiding Principle 
No Net Loss of Productive 
_ Capacity of Habitats 


Goal 2 
Fish Habitat 
Restoration 


Habitat Management 


Goal 3 
Fish Habitat 


Development 


INTEGRATED PLANNING FOR FISH HABITAT MANAGEMENT 


Protection and Compliance 
Integrated Resource Planning 
Research 

Public Consultation 


Be Se 


6. 
ae 
8 


Implementation Strategies 


3: 


Public Information and Education 
Co-operative Action 
Improvement 

Monitoring 


Source: Fisheries and Oceans, 
Policy for the Management of 
Fish Habitat, Ottawa, October 7, 


PROCEDURES TO APPLY THE NO NET LOSS GUIDING PRINCIPLE 
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1986, Minister of Supply & 
Services Canada, p. 13 
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A focus on the 
protection of existing 
habitat is warranted. 


Urbanization is 
seriously endangering 
salmon habitat. 


parameters (for example, loss or reduction 
of food supply) to assess gains and losses 
of fish habitat. In 1991, in reporting on the 
Department’s implementation of the 
Habitat Policy, this Office noted that the 
Department had not yet developed an 
acceptable, standardized measure of 
habitat productivity. However, it has since 
increased its scientific effort in this area. 


28.27. The Habitat Policy’s first goal is 
conservation, followed by restoration and 
development. Given this and the 
difficulties of measuring habitat 
productivity, a focus on the protection of 
existing habitat is warranted. The 
Department’s Internal Audit of 1993-94 
confirmed that this approach was being 
taken, in that nationally the Department 
spent only 20 percent of its budget on “net 
gain” with the remaining 80 percent being 
directed toward the achievement of “no 
net loss”. 


28.28 However, the Department has 
indicated that current expenditures in the 
Pacific Region show an almost equal 
allocation of funds to these two areas. It is 
unclear whether this is a change in 
priorities or a reflection of the perceived 
importance of habitat restoration in B.C. 
Regular reporting to Parliament on the 
status of habitat would provide the 
opportunity for both a review of policy 
implementation in this regard and new 
direction to the Department should it be 
deemed advisable. 


Threats to habitat are widespread and 
increasing 


28.29 There are many reasons for loss 
of habitat given in the scientific literature. 
Fisheries scientists cite, for example, the 
direct and indirect effects of forestry 
operations; impoundments for 
hydroelectric development and domestic 
water supplies; mining, agriculture, road 
and rail construction; and sewage, 
industrial effluents and urbanization. 
These activities all have impacts on the 
life cycle of salmon, although the 


significance of these impacts on habitat 
varies over time (see Exhibit 28.4). For 
example, while forestry practices have 
improved and their damage to habitat has 
been reduced in B.C., the impact of 
urbanization continues to grow and urban 
streams are now considered to be seriously 
endangered. 


28.30 Recent federal statistics show 
that population growth rates have 
exceeded 20 percent in the Greater 
Vancouver area and on the southeast coast 
of Vancouver Island since 1986. The 
Lower Mainland population is expected to 
grow from 1.7 million to at least 3 million 
by the year 2021. As these areas are 
significant for salmon production, 
especially coho, pressure on stocks from 
urbanization and related infrastructure 
development is expected to increase. The 
protection of fish habitat in urban areas 
may be the Department’s most serious 
challenge in its efforts to maintain the 
genetic diversity of salmon and 
particularly coho. 


Information management needs 
improvement 


28.31 The senior governments (federal 
and provincial) are responsible for 
fisheries resource and habitat inventories 
in B.C., and progress has been made in 
this area by the collaboration of the 
Department and the Province in the Fish 
Habitat Inventory and Information 
Program over the last 10 years. 
Furthermore, there are many promising 
mapping tools emerging that will integrate 
renewable and non-renewable resources, 
and thereby generate more useful land use 
inventories for the protection of fish 
habitat. However, these tools are not yet 
readily available for habitat biologists or 
technicians, who rely primarily on the 
Stream Information Summary System, on 
published maps and reports relating to the 
area in question, and on their personal 
files. 


28.32 New information is continually 
being collected by Fisheries and Oceans 
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from on-site inspections at the time of Environmental Assessment Act, it could 
project review. Such information is only become a key source of data for both 
now being incorporated into a habitat planning and reporting purposes in the 
database, the Habitat Referral Tracking future. 

System (HRTS). This system is in place 

nationally and is intended to be 28.33 The new data management 
comprehensive in its coverage of proposed _ initiatives are bringing all aspects of land 
and approved projects when fully use together to facilitate integrated 
operational. Although HRTS in the Pacific _ resource management on a regional or 
Region is essentially a recording system watershed basis. But these various systems 
for projects covered under the Canadian are not yet co-ordinated. It is difficult to 


rr 


Exhibit 28.4 


The Life Cycle of Pacific Salmon and 
Associated Threats to Their Habitat 


Courtesy of Fisheries and Oceans 
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Examples of Habitat Damage/Alteration Due to Development 


(see paragraph 28.29) 


ESS Ss Z SS SGN SESS 3 << 


Boat ramp and marina construction (foreshore) Highway and pedestrian bridge construction (river and 
estuary) 


Stream channelization, logging 
road and bridge 


Stream channel changes due to upstream logging effects Stream vegetation removal due to urban development 


Photos courtesy of Fisheries and Oceans 
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find mapping techniques that can 
accommodate planners at both the 
regional (overview) and community 
(individual stream) levels, although 
progress is being made to rectify this. 
Current mapping projects often miss small 
coho streams in urban areas, which is a 
concern for both Fisheries and Oceans 
field biologists and community members 
involved in habitat work, especially where 
no detailed stream maps are available. 
The situation is further complicated by the 
current use of a variety of systems, some 
political (for example, county, 
municipality) and some geographic, which 
often do not coincide with aquatic 
ecosystems such as river basins. 


Information is not always accessible to 
managers 


28.34 Although information is available 
in various formats, there is a problem of 
accessibility for both departmental 
personnel and external interest groups. It 
is time-consuming and difficult to locate 
information that may be in electronic 
format, on maps, in various publications 
and in files. The Department, in 
co-operation with the Province, is making 
an effort to co-ordinate information 
access, but the activity does not have a 
high priority. The Department’s recent 
transfer of information to the Internet may 
be a step in the right direction. 


28.35 Information comes in many 
forms and with differing degrees of 
reliability. The reliability will determine 
its standing in the scientific community. 
Although scientifically acceptable data are 
essential for determining the status of 
salmon stocks, an indication of the 
presence or absence of salmon in a stream 
may be useful for habitat planning 
purposes in the absence of more accurate 
data. While it would be best to collect 
such information according to an accepted 
set of standards, in times when resources 
are limited every piece of information is 
helpful. 
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28.36 The Department should give 
the collection and management of 
information on Pacific salmon stocks 
and habitat a high priority to meet both 
the needs of resource managers in the 
field and any reporting requirements on 
the status of the resource. 


Department’s response: The collection 


and management of information on 
Pacific salmon stocks and habitat will 
continue to be given high priority by the 
Department. 


Achieving Sustainability and 
Protecting Genetic Diversity 


Salmon sustainability and genetic 
diversity depend on habitat 
conservation and protection 


28.37 In order to ensure sustainability, 
salmon must have access to sufficient and 
suitable freshwater, estuarine and marine 
habitat. Freshwater habitat is needed for 
spawning, the hatching of eggs and the 
development of fry, the feeding and 
growth of young salmon and the migration 
of juveniles to and adults from the ocean. 
Unfortunately, habitat used by salmon is 
under stress and in many instances may 
have already been irreversibly altered 
from its former natural state. 


28.38 The situation is becoming more 
serious as new threats to salmon 
abundance emerge. For example, there is 
growing evidence that abrupt shifts in the 
productivity of salmon stocks appear to be 
linked to sudden changes in the marine 
climate, possibly influenced by global 
climate change. Changes in climate are 
expected to cause local effects such as 
elevated water temperatures and variations 
in the timing and volume of the seasonal 
flow patterns of rivers. These changes in 
habitat conditions could have a significant 
impact on specific salmon stocks in the 
Fraser River watershed, resulting in their 
reduction or eventual loss. 


28.39 Protecting the full complement of 
stocks will help to minimize the impact of 
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Relevant habitat 
information is not 
always readily 
available. 


Habitat protection 
ensures stock 
survival. 
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Examples of Natural Salmon Habitat 


(see paragraph 28.37) 


re 
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Coastal inlet (feeding) 


River (rearing) Stream (spawning, rearing) 


Stream (spawning, rearing) 


Photos courtesy 
of Fisheries and 
Oceans Stream (spawning) 
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such changes, as there is no way of 
determining ahead of time which stocks 
will prove to be more adaptable to habitat 
changes. It also offers general protection 
to the salmon resource in that the more 
stocks there are producing juvenile 
salmon, the greater will be the total 
numbers entering the ocean. The large 
numbers, which will be widely dispersed 
along the coast, may reduce the impact of 
predation from such species as mackerel 
and hake. 


The Department’s Habitat Policy allows 
for sustainable development and 
protects genetic diversity 


28.40 The objective of the Habitat 
Policy is to achieve a “net gain” of 
habitat, thereby ensuring adequate habitat 
to sustain current stocks of fish. The 
Policy promotes the integration of habitat 
needs with fish management objectives 
through the development of fish 
habitat/stock production plans for 
specified geographic areas such as 
watersheds or components of watersheds. 
This approach facilitates the incorporation 
of fish habitat priorities into the broader 
picture of integrated resource planning, 
usually initiated at a regional level. The 
emphasis is on the relationship between 
salmon stocks and their habitat, and the 
promotion of planning for their continued 
productivity within the framework of 
integrated resource use. The Policy 
recognizes that habitat conservation will 
be applied, if necessary, on a 
stock-specific basis, especially where 
stocks support community fisheries. This 
practice supports genetic diversity. 


Sustainability must be implemented at 
the stock level to optimize genetic 
diversity 


28.41 Sustainability of the salmon 
resource can be achieved in two ways: by 
concentrating on the protection of, and 
production from, only the dominant stocks 
regardless of species, leaving the weaker 
stocks to survive as best they can; or by 


focussing on the survival of and 
production from all stocks, both the strong 
and weak of all species. By concentrating 
on the survival of individual stocks, 
genetic diversity is achieved at the species 
level. 


28.42 While in the past Fisheries and 
Oceans has managed salmon using both 
approaches, it has tended to concentrate 
its efforts on the major stocks. 
Consequently, there is a lack of 
assessment data on many of the smaller 
stocks currently of minor or no economic 
importance. However, given the 
complexity and number of emerging 
environmental and biological problems 
that are impacting on the salmon resource, 
a more prudent approach to habitat 
management is warranted. The greater the 
number of stocks protected, the stronger 
the genetic diversity within species, 
which, in turn, provides insurance against 
future major catastrophes such as global 
climate change. 


Genetic diversity 
provides insurance 
against future 
catastrophes. 


28.43 Fisheries and Oceans should 
clarify the extent to which it intends to 
apply sustainability and genetic 
diversity practices to the management 
of individual salmon stocks and their 
habitats. 


Department’s response: Fisheries and 
Oceans agrees to provide clarification on 
how we intend to apply the concept of 
sustainability and genetic diversity. The 
Department will continue to apply the 
Policy for the Management of Fish 
Habitat to the habitat of B.C. salmon 
stocks. 


28.44 Fisheries and Oceans should 
develop more explicit operational 
objectives and targets to address 
sustainability and genetic diversity of 
salmon stocks for inclusion in fishing 
plans. The linkage between harvest 
management and fish production, 
including enhancement as well as 
habitat protection, needs to be 
strengthened. 
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The Department 
focusses on the 
referral system to 
protect habitat. 


Department’s response: The linkage 
between harvest management and fish 
production, including enhancement as 
well as habitat protection, will be 
strengthened further. 


Project Referral System 


The project referral system is the 
primary tool being used to conserve 
habitat 


28.45 The Habitat Policy establishes 
the project referral system, a six-step 
procedure for project review to prevent 
the loss of fish habitat. All projects 
referred to Fisheries and Oceans are 
reviewed to determine whether changes to 
fish habitat are likely to occur if the 
project proceeds as proposed. Habitat 
managers make recommendations to 
project proponents to alter project designs 
if habitat is likely to be harmed. If this 
cannot be avoided, a Fisheries Act 
authorization must be issued, thereby 
triggering a review under the Canadian 
Environmental Assessment Act (CEAA) — 
irrespective of the size of the project. 


28.46 Land, river and marine foreshore 
development projects are “referred” by 
individuals, companies and agencies 
(federal and provincial) to both the 
Department and the B.C. Ministry. The 
potential impacts on fish and fish habitat 
are determined by departmental and 
ministry staff based on habitat function, 
productivity, uniqueness and sensitivity. 


28.47 The number of habitat referrals in 
the Pacific Region has been estimated at 
15,000 to 25,000 annually. Although the 
Department, through the referral process, 
probably receives the majority of these 
referrals, we were unable to determine a 
percentage. These referrals come either 
directly from proponents or from other 
provincial and federal agencies. Varying 
informal arrangements have been made 
throughout B.C. to deal with the balance 
of these referrals. The two levels of 
government have developed, individually 
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and jointly, land development and stream 
stewardship guidelines, as well as 
documented procedures for stream-related 
works, such as dredging and culvert 
installation, to help proponents plan 
habitat-friendly projects and thereby 
reduce the workload of project review and 
assessment. To this end, the two 
governments collaborated, for example, 
on the development of the B.C. Forest 
Practices Code. 


28.48 Referrals range from telephone 
calls for information to major projects that 
may involve many hours of work. The 
Department’s Habitat Referral Tracking 
System provides up-to-date 
comprehensive data on referrals for the 
whole province. It could also serve as a 
statistical database to assist the 
Department in evaluating its success in 
meeting the “no net loss” principle. This 
is one of the purposes of the 
documentation collected as part of the 
referral process, according to the 
Department’s Habitat Conservation and 
Protection Guidelines. 


Planning is not receiving the emphasis it 
deserves 


28.49 The Habitat Policy, introduced in 
1986, established a proactive framework 
for the management of fish habitat based 
on integrated resource planning, within 
which the referral process is a 
contributing, but not the dominant, 
component. However, there appeared to 
be a change in the Department’s strategic 
approach to habitat conservation and 
protection with the introduction of the 
Habitat Conservation and Protection 
Guidelines in 1994. The Habitat 
Conservation and Protection Guidelines, 
while focussing on the project review 
process, state that staff are “encouraged”, 
rather than instructed, to enter into 
planning initiatives whenever possible. 
The time constraints imposed by the 
planning process, which often requires 
evening or weekend meetings if the public 
is to be accommodated, may have further 
discouraged extensive participation in 
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planning initiatives at the community 
level. 


The referral process results in some 
habitat loss 


28.50 All projects require an 
authorization if habitat is to be altered, 
disrupted or destroyed. If this can be 
avoided by outlining appropriate 
conditions, such as the timing of 
construction or location of a sea wall or 
breakwater to mitigate the impact on 
habitat, a “Letter of Advice” is issued to 
the proponent. The Letter states, however, 
that it does not constitute an approval 
under section 35(2) of the Fisheries Act 
for the harmful alteration, disruption or 
destruction of fish habitat. There is 
seldom a follow-up visit by a 
departmental official to ensure compliance 
even though projects of this type can, and 
often do, result in minor alterations to fish 
habitat. 


28.51 An accumulation of small habitat 
losses could result in a significant impact; 
indeed, such losses are probably the 
source of the slow net loss of habitat that 
is occurring. However, there was no 
information on such cumulative impacts 
located in the files; nor was there any 
indication that the Department had 
conducted periodic assessments on a 
regional or watershed basis to ascertain 
whether such cumulative impacts are 
occurring. 


Insufficient attention is given to 
monitoring and follow-up 


28.52 Habitat monitoring is the eighth 
strategy listed in the Habitat Policy. It 
requires the Department to monitor the 
effects on habitat of proposed actions, 
both during and, for a limited period, after 
development. In this way, the 
effectiveness of prescribed conditions of 
approval, intended to conserve fish 
habitats, is evaluated and new knowledge 
acquired. However, without serious 
attention being paid to this strategy, the 
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long-term conservation of habitat is 
questionable; the cost/benefit of decisions 
made and work done is difficult, if not 
impossible, to assess; and the opportunity 
to apply lessons learned to increase 
efficiency and effectiveness is lost. 


28.53 The Department’s 1993-94 
Internal Audit of the Habitat Management 
Program recognized the Pacific Region’s 
lack of attention to monitoring; however, 
there was no evidence to suggest that the 
Department has since corrected this 
deficiency to any great extent. 


Accumulation of small 
habitat losses could 
result in a significant 
impact. 


28.54 There are two important aspects 
to monitoring: the monitoring of 
compliance with terms and conditions 
attached to the approval to proceed; and 
follow-up at a later date to assess the 
effectiveness of those terms and 
conditions. The Department does carry out 
some compliance monitoring, but this is 
limited to about 10 percent for small 
projects involving mitigative measures. 
This is not done according to any 
structured process, but merely when 
convenient due to workload. For larger 
projects requiring a section 35(2) 
authorization, compliance monitoring and 
reporting are mandatory for the proponent, 
together with post-project monitoring if 
deemed necessary by the Department. 


28.55 There has been some follow-up 
activity to assess the long-term effects of 
habitat alteration. The Department has 
collaborated with the B.C. ministries of 
Environment and Forests, industry, 
universities and First Nations to assess the 
long-term effects of logging practices on 
salmon habitat, under the auspices of the 
Department’s Science Strategic Research 
Program. There have also been a few 
investigations by consultants who were 
hired to revisit sites for large-scale 
projects where habitats were altered, for 
example, the Coquihalla highway and 
Jones Creek. Those investigations showed 
that natural flood conditions could 
completely destroy certain in-stream 
structures, raising questions about the 
effectiveness of prescribed compensation 


Follow-ups to inspect 
projects are 
infrequent. 
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projects over time and the importance of Internal co-ordination is improving but 
protecting existing habitat. problems still exist 


28.60 In order to manage fish habitat 
within the context of sustainability, there 
needs to be good internal communication 
and co-operation between fisheries 


28.56 Fisheries and Oceans should 
increase its level of participation in 
regional and community-based planning 


Barriers to initiatives. management and habitat management, 
Gee . between habitat management and habitat 
communication stil 28.57 Fisheries and Oceans should science and between habitat management 
exist. work with the Province of British and habitat enforcement. The 
Columbia to improve efficiencies in the Department’s recent amalgamation of the 
referral system, subject to an Salmonid Enhancement and Habitat 
appropriate accountability framework Management Programs to create the 
being put in place to satisfy the Habitat and Enhancement Branch has 
Department’s national mandate for improved the situation, but more needs to 
habitat protection. be done. In discussions with staff, it was 
apparent that barriers to communication 
28.58 Inimplementing the referral still exist, in spite of efforts to bring the 
process, Fisheries and Oceans should groups together in workshops and other 
devote more time and effort to forums. Such barriers contribute to 


: compliance monitoring and follow-up in misunderstandings and inefficiency. 
The use of internal and order to assess the effects of its habitat 28.61 The 1993-94 Peer Review of 


external partnerships maaan pela ae one Habitat Science, conducted as a 
Re NTS tibene Ger atenachy ernaieot-9 on thet component of the Internal Audit of the 


1c i 66 9 * 
is Important for habitat no net loss” of habitat. Habitat Management Program, stated that 


protection. the existing organizational structure is not 
(See paragraph 29.93 for Department's conducive to integrated planning and 
response.) analysis in the activity of habitat science 


research, and even tends to exclude 

; : habitat management as a primary client 
Putting “Partnerships” to Better and recipient of this research. More 
Use generally, the Review recognized that 
communication across branches, and 
within and outside the Science Branch, 
was not commonplace. Since this study 
was completed, changes have been made. 
The management team concept has been 
endorsed with area managers sitting on the 
Science Executive Committee, which 
plays a key role in the development of 
operational priorities for the science 
program. 


28.59 In the delivery of its habitat 

conservation and protection program, the 

Department relies on the support of and 
The Salmonid input from a number of internal and 
external groups. Without their help, the 
Enhancement Program Department would be hard pressed to 
iS contributing to deliver its mandate. If the Department is 
to implement a balanced approach to 
habitat management,comprising both 
proactive (planning) and reactive (referral 
process) elements, it needs more 
involvement from these groups. 
Co-ordination of this effort under 


habitat protection. 


The Salmonid Enhancement Program 
(SEP) can support genetic diversity and 
promote proactive habitat management 


departmental leadership and within a 28.62 The Salmonid Enhancement 
strategic framework is required to ensure Program (SEP) has been operating since 
that all are working toward a common 1977 and has contributed to overall 
objective. salmon production in B.C. 
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Enhancement is used to supplement wild 
stock production and to maintain or create 
fisheries. While stock restoration has been 
promoted by the construction of fishways 
and stream improvements, the major 
thrust has been through the construction of 
hatcheries and spawning channels. 
However, a significant component of the 
SEP funding also contributes to habitat 
protection. 


28.63 SEP can lead to the maintenance 
of or an increase in genetic diversity by 
diverting fishing effort away from the less 
productive or threatened wild stocks and 
toward the more productive enhanced 
stocks. Future activities in this area could 
concentrate on small enhancement 
projects using mobile facilities that can 
respond quickly to provide temporary 
relief to threatened stocks, especially 
during periods of low ocean productivity, 
and thereby contribute to the rebuilding of 
stocks and the protection of genetic 
diversity. 


28.64 Fisheries and Oceans has made a 
contribution to habitat protection through 
its public education and involvement 
programs, both unilaterally and bilaterally 
with the B.C. government, using funds 
from the Green Plan and SEP. For 
example, it is hard to find a river or 
stream and associated community in the 
lower Georgia Strait that have not been 
affected by SEP. An educational package, 
highly regarded among educators, is being 
used in over 200 schools. As of 1995, SEP 
had put in place 286 small enhancement 
projects, some stream rehabilitation, side 
channel improvements and small 
hatcheries. An estimated 236,000 people 
had been involved in these activities since 
SEP began. Furthermore, a 
“Streamkeepers” public involvement 
initiative is in place and a manual on 
stream rehabilitation has been produced. 


28.65 SEP is therefore making both a 
direct contribution to habitat management 
and an indirect one by sensitizing citizens 
to the importance of salmon and salmon 
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habitat. This public education initiative 
will help to bring to the community 
planning table a more informed public 
that is aware of the need to protect 
environmentally sensitive areas and ready 
to impress on local politicians the 
importance of such action to the 
community, the region and the province. 
Future protection of fish habitat in B.C. 
will require the involvement of a more 
informed public. Continued support for 
this aspect of SEP is therefore essential to 
conserve and protect salmon habitat in 
urban areas, where coho in particular are 
at risk. 


Public involvement in 
planning is essential. 


More community involvement in 
planning is needed 


28.66 Under the Fraser River Action 
Plan (FRAP) and the Habitat Action Plan, 
several watershed committees have been 
put in place to promote local decision 
making and involve stakeholders and the 
communities in salmon resource issues. 
Examples include the Quesnel River 
Watershed Alliance, Salmon River 
Watershed Roundtable, and the Nicola 
Watershed Community Round Table. 
These groups are working well together, 
according to a report issued by the 
Department. All of these initiatives are 
raising the public’s awareness of habitat 
problems and helping to co-ordinate 
efforts to alleviate them. 


The public's appetite 
for information and 
involvement has only 
been whetted. 


28.67 The Province has also recognized 
the importance of such initiatives and 
proposes to work with communities and 
build on the energy of existing volunteer 
programs to help get the job done. 
Non-government organizations have made 
important contributions by being involved 
in urban stream stewardship activities 
such as inventorying important wetland 
habitat in the Fraser Valley, tree planting, 
lobbying and surveillance activities. 


The momentum established by SEP and 
the Green Plan needs to continue 


28.68 Although success has been 
achieved, the public’s appetite for 
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Examples of Restoration 
Projects 


(see paragraph 28.64) 


Photos courtesy of Fisheries and Oceans 


information and involvement has only 
been whetted. If public education and 
involvement programs are to be used 
extensively by governments in habitat 
management, more information needs to 
be distributed and standards/guidelines 
developed to provide direction. Progress 
has been made to date but, with the end of 
the Fraser River Action Plan on 30 March 
1997, a large gap has opened up. It would 
be both wasteful and counterproductive to 
abandon this process now when it has 
demonstrated such promising potential. 


28.69 With the pressures to do more 
with less, such programs will assume even 
greater importance. If the goals of the 
Habitat Policy are to be achieved, the 
Department needs to look for ways to 
expand the direct intervention of the 
public in such activities as planning, 
compliance monitoring and habitat 
restoration, which would be subject to 
departmental audit. 


3. Stream rehabilitation (salmon 
enhancement project) 


4. Eel grass planting on foreshore 
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Aboriginal groups have a greater role to 
play in habitat management 


28.70 The Aboriginal Fisheries Strategy 
(AFS) is making a contribution to habitat 
conservation and protection. Habitat 
projects are funded under terms and 
conditions of formal annual agreements 
negotiated by the Department with First 
Nations groups. For example, in 1995-96, 
75 agreements were signed at a total cost 
of $15.6 million. Of these agreements, 23 
had habitat projects listed at a total cost of 
$0.8 million. Final reports include an 
accounting of works and expenditures but 
there was no accounting of results 
achieved. 


28.71 The AFS has potential as a 
delivery mechanism for future habitat 
protection programs. However, the habitat 
components of the strategy need to be 
more structured and focussed, and 
co-ordinated with other habitat activities 
in the watershed to maximize their 
contribution to habitat management. 
Under many agreements, Aboriginal 
fishery officers are integral to fisheries 
management activities but not specifically 
to habitat activities. Local area planning 
teams provide co-ordination for habitat 
restoration and protection activities. 
Standards and guidelines are needed if 
improvements in habitat surveillance and 
in the collecting and reporting of habitat 
data are to be made. 


Government Involvement 


Governments are becoming more 
proactive in habitat management 


28.72 The Department and the B.C. 
Ministry of Environment, Lands and Parks 
currently are represented on several 
planning groups. These are all 
contributing to habitat planning at a 
regional level and, in some instances, such 
as the Burrard Inlet Environmental Action 
Program, are assisting in the referral 
process by serving in a screening capacity 
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and handling land use and mitigation 
requirements. 


28.73 Other groups, such as that 
involved with the Fraser River Estuary 
Management Program, have no 
enforcement powers and depend on 
government to enforce any terms or 
conditions imposed by the project review 
(referral) process. With the exception of 
the Fraser Basin Council, which covers 
the Fraser watershed, each group is 
limited in its area of influence. 
Co-ordination of such groups is therefore 
an important responsibility of the senior 
governments. 


Municipalities are supporting planning 
approaches but problems remain 


28.74 Through official community 
plans and by-laws, municipalities have a 
direct impact on habitat management. 
Local governments have control over 
zoning and most land development. It is 
land development that has the primary 
impact on ecosystems in urban 
environments. Municipalities, through 
such provincial acts as the Municipal Act, 
Land Titles Act, Local Services Act and its 
Subdivision Regulation, Health Act and 
Growth Strategies Act, have the tools to 
protect the environment if they choose to 
do so. In addition, official community 
plans can protect local ecosystems through 
the use of density bonus zones, 
comprehensive development areas, and 
development permit areas. 


28.75 Progress has been made at the 
municipal level, especially in land use 
planning. A number of municipalities 
have designated environmentally sensitive 
areas in their official community plans. 
The Department is involved in the review 
of those plans and regional plans. 
Identification and designation of 
environmentally sensitive areas is one of 
the most important tools for the protection 
of aquatic and riparian resources and their 
habitat. 


28.76 The Department is a signatory to 
a few memoranda of understanding 
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Governments are 
involved in regional 
habitat planning. 


Progress has been 
made at the municipal 
level. 
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Agreements lack 
provisions for 
monitoring and audit. 


(MOUs) with municipalities, such as the 
Corporation of the District of North 
Vancouver. MOUs are currently under 
discussion with Coquitlam, Surrey and 
Langley. Those municipalities plan to 
support the work of Environmental 
Review Committees by clarifying roles, 
responsibilities and resources for 
environment protection. 


28.77 These developments are 
encouraging, but there are still problems 
to be resolved. For example, a report 
commissioned by Fisheries and Oceans on 
the Comox-—Strathcona Watershed 
Committee, established in 1995, noted a 
lack of willingness by the Department to 
move away from a reactive referral system 
process toward a more proactive land use 
planning approach that is able to use the 
information provided by the participants. 


28.78 Municipalities have raised a 
number of concerns, such as a reluctance 
to incorporate fish habitat protection into 
their by-laws, because they do not feel 
technically competent, do not want federal 
responsibilities, and worry about 
additional expenses. Furthermore, they 
have requested more habitat information 
and standards from the senior 
governments. Less than half of municipal 
governments have established regulatory 
guidelines and measures that could be 
implemented. The review of audit files 
yielded only one example of a 
municipality, the District of North 
Vancouver, that has actually incorporated 
the Land Development Guidelines into its 
by-laws. As the Department has no 
authority to require municipalities to 
adopt guidelines, it must convince them of 
the benefits of doing so. 


Accountability Is Needed 


Accountability for delegated habitat 
management responsibilities is lacking 


28.79 Some agreements are in place to 
co-ordinate departmental and provincial 
efforts to protect fish habitat. Such 


arrangements are not subject to 
monitoring and audit by the Department 
even though it is ultimately responsible 
for habitat conservation and protection. 
Previous Reports of the Auditor General 
noted that there was a drop in compliance 
by project proponents when monitoring 
and enforcement of fish habitat provisions 
were carried out by the provinces. 


28.80 Two recent reports, one on 
compliance with stream protection 
provisions under The Forest Practices 
Code Act and the other a preliminary 
report on compliance with urban 
development by-laws, indicate that 
problems still exist in the absence of 
adequate compliance monitoring by 
government. 


28.81 The Department needs to audit 
monitoring activities in the provincial and 
municipal areas, or to negotiate 
agreements with the other levels of 
government to ensure that the 
requirements of the Fisheries Act are met 
and that the Department receives regular 
progress reports according to an agreed 
accountability framework. No such 
framework currently exists, although 
Fisheries and Oceans receives some 
information through the co-operative 
arrangements in place. An example of 
such a framework is given in Exhibit 28.5. 


The 1985 General Fisheries Agreement 
has no provision for accountability 


28.82 The General Fisheries Agreement 
was intended to foster co-operation. 
Included in its strategy section is a 
provision for the development of 
guidelines that would describe processes 
and procedures to be followed by both the 
provincial and federal governments in 
dealing with specific issues raised. 
However, there is no evidence that 
accountability was formally addressed 
under the Agreement. Furthermore, the 
memoranda of understanding that were 
developed under the Agreement make no 
reference to accountability. 
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Proposed changes to the Fisheries Act 
could deal with the accountability 
problem 


28.83 The Department’s Report to its 
Minister on the National Habitat 
Delegation Workshop held in November 
1996 states that monitoring is one of the 
recognized criteria for delegation of 
habitat responsibilities. There was general 
agreement that the Department should 
take the lead role in determining and 
defining the objectives, methodology and 
timelines for monitoring and evaluation, 
including conducting audits. Clear and 
public reporting mechanisms were seen to 
be necessary to ensure accountability. 


28.84 In the debate in Parliament over 
the introduction of amendments to the 
Fisheries Act, the Minister of Fisheries 
and Oceans said that those provinces that 
receive delegated responsibility for fish 
habitat will be required to show that they 
are meeting national habitat protection 
standards. This will be demonstrated by an 
appropriate accountability framework, 
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including reports to the federal 
government on the status of habitat and 
periodic federal audits of their 
performance. Such accountability would 
demonstrate the Department’s leadership 
and control in habitat conservation and 
protection, in keeping with its national 
mandate. 


28.85 Fisheries and Oceans should 
review the performance of existing 
co-operative arrangements in B.C. and 
build on those models that have 
produced positive results in habitat 
conservation. 


28.86 Agreements setting up such 
co-operative arrangements should 
contain a statement of objectives, a 
clear definition of roles and 
responsibilities, expected results and 
requirements for program 
co-ordination, performance reporting 
and evaluation. 


(See paragraph 28.93 for Department’s 
response.) 


Resource Base 


Provinces will be 
required to show that 
they are meeting 
national habitat 
protection standards. 


Exhibit 28.5 


Framework for an Accountability Arrangement 


Element 


Description 


Where Found 


Clear expectations 


The objectives being pursued, the 
accomplishments expected and the rules to be 
followed should be explicit, understood and 
agreed to. 


Mission, Mandate and Objectives 


Clear roles and responsibilities 


The roles and responsibilities of the parties in the 
accountability relationship should be well 
understood and agreed to. 


Obligations of Contracting Parties 


Balanced expectations and 
capabilities 


The performance expectations should be balanced 
by the commensurate capacities (authorities, skills 
and resources) of each party. 


Legal Framework 
Authorities 


Credible reporting 


Credible and timely information should be 
reported to demonstrate the performance achieved 
and what has been learned. 


Performance Measures 
Reporting Regime 


External Auditor’s Report 


Enlightened and informed review and feedback on 
the performance achieved should be carried out by 
the accountable parties, where achievements and 
difficulties are recognized and necessary 
corrections made. 


Reasonable review and adjustment 


Review and Redress Mechanisms 
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The Canada-B.C. 
Agreement provides 
for a stronger 
commitment to habitat 
protection. 


Canada-B.C. Relations 


There is an opportunity to enhance 
Canada-B.C. relations 


28.87 The Minister of Fisheries and 
Oceans is seeking to share responsibility, 
decision making and management of costs 
with fisheries groups through long-term 
partnership agreements. This follows the 
considerable interest expressed by 
stakeholders in direct involvement in 
fisheries management. The matter has 
assumed greater prominence due to the 
recent federal-provincial negotiations on 
salmon management in B.C. 


28.88 The Canada—B.C. Agreement on 
the Management of Pacific Salmon 
Fishery Issues, signed in April 1997, 
provides for a stronger federal-provincial 
commitment to the protection of fish 
stocks and to habitat restoration and 
protection. Policy initiatives will be 
reviewed and co-ordinated through a 
Council of Fisheries Ministers. A Pacific 
Fisheries Resource Conservation Council 
will advise the Fisheries Ministers on the 
conservation and long-term sustainable 
use of salmon resources and habitat. It is 
also expected to report publicly on the 
status of the salmon resource and its 
habitat. As part of this Agreement, the 
Department is devoting new funds to 
stewardship initiatives under the Pacific 
Salmon Revitalization Strategy. 


The Province has released its fisheries 
strategy 


28.89 The first step in implementing 
the provisions for habitat protection under 
the new Canada-B.C. Agreement is for 
the two governments to develop joint 
objectives and a strategic framework 
embodied in working agreements to 
achieve those objectives. The Province 
released its discussion paper, The B.C. 
Fisheries Strategy, in May 1997. It names 
conservation as the first guiding principle 
and saving the fish as its first priority. It 
states that habitat must be protected and 


restored in every salmon-bearing river and 
stream. The Department’s current policy 
goal is to achieve a “net gain” of 
productive habitat through the guiding 
principle of “no net loss” applied on a 
project-by-project basis. The positions of 
the Province and the Department are 
similar and both support the maintenance 
of genetic diversity. However, the 
Department is not preventing habitat loss 
under the current referral system, and 
protecting fish habitat stream by stream 
may be equally difficult. If the main 
objectives of both governments can be 
reconciled, there would be the basis of a 
joint approach around which a strategic 
framework for the protection of the 
resource and its habitat could be built. 


28.90 The new Agreement recognizes 
areas of current co-operative action 
between the two governments. For 
example, it seeks ways to improve the 
handling of referral workloads to avoid 
overlaps, and suggests administrative 
measures to streamline the process, such 
as cross-delegation of authority between 
governments, and collocating of staff 
within common administrative boundaries 
for watershed-based activities and 
processes. The Agreement also recognizes 
the need to bring decision making on 
salmon resources and habitat closer to 
clients and stakeholders. Major new 
policy initiatives will be developed in 
consultation with stakeholders, through a 
jointly agreed stakeholder group. The 
group will advise the Council of Fisheries 
Ministers on habitat restoration and 
enhancement matters through a Fisheries 
Renewal Advisory Board. 


The Department needs to review its 
Habitat Policy 


28.91 Fisheries and Oceans has not 
conducted a review of the effectiveness of 
its Habitat Policy to conserve and protect 
habitat since its introduction in 1986. It is 
our understanding that the Policy will be 
incorporated into the Department’s 
Sustainable Development Strategy and 
Action Plan to be tabled in the House of 
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Commons by December of this year. Thus 
the Policy’s goals, objectives and strategic 
approach to habitat management will be 
open for public discussion. 


28.92 There is an opportunity, 
therefore, for Fisheries and Oceans to lay 
out the elements of a strategic framework 
for the management of salmon fisheries 
and habitat management, much as the 
Province has done in its document, and to 
obtain the public’s views on it. The 
response to the Department’s proposals 
could then be used to formulate a 
departmental position for the upcoming 
negotiations with the Province. 


28.93 Fisheries and Oceans should 
review the effectiveness of its Habitat 
Policy and habitat management 
program and develop a strategic 
approach to guide its negotiation of a 
new sub-agreement on habitat 
conservation and protection with British 
Columbia. 
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Department’s response: Fisheries and 
Oceans is undertaking an internal review 
of the habitat management program in the 
Pacific Region to provide strategic 
direction for program delivery. This 
review is a component of the 1997 
Canada-B.C. Agreement, which is 
expected to result in a co-ordinated and 
balanced habitat management program in 
B.C. 


The Department needs 
a strategic framework 
to guide it in future 
negotiations with the 
Province of British 
Columbia. 


Conclusion 


28.94 Pacific salmon stocks and habitat 
are under stress. While the Fisheries Act 
and Habitat Policy provide the necessary 
legislative base for the Department to 
manage Pacific salmon and their habitat 
for sustainability, results indicate that this 
is not being fully achieved. The 
development of its Sustainable 
Development Strategy and Action Plan 
could provide the opportunity for the 
Department to address problem areas 
raised by this audit. 
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ty About the Audit 


Objective 


Our audit objective was to determine if the Pacific salmon resource was being manenee to ensure its 
conservation and sustainability. 


Criteria 


We expected that the Department would: 


e have adequate databases on fish habitat and stock assessment that would be accessible to and used by 
decision makers; 


e have a science program to determine the fish production of major freshwater and marine habitats; 


e be applying the Fisheries Act and regulations and specifically the Policy for the Management of Fish 
Habitat to achieve the stated goal of “net gain’, first, by applying the guiding principle of “no net loss” 
and, second, by enhancing habitat where feasible; 


e be using the Salmonid Enhancement Program and the Aboriginal Fisheries Strategy to support the 
sustainability of the resource base; and 


e have entered into partnerships wherever and whenever possible to improve its efforts to protect fish 
habitat and enhance fish production in areas s outside its jurisdiction, and to maximize benefits from 
resources at its disposal. 


Approach 


Our examination involved meetings or telephone conversations with departmental staff in headquarters in 
Ottawa, in the Pacific Region Office in Vancouver and in the district offices in Nanaimo (Vancouver Island) 
and New Westminster. We reviewed Fisheries and Oceans files and documentation as well as external reports 
relating to Pacific salmon from a number of sources. 


Audit Team 


Geoffrey Robins 
John Sokolowski 
Gregory Springate 
Deborah Irwin 


For information, please contact John McCullough, the responsible auditor. 
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Order Form for 1997 Report Material 
If you wish to obtain other 1997 Report material, consult the Main Table of Contents and indicate the chapters and 
formats you wish to receive. Mail the form to: 
Office of the Auditor General of Canada 


240 Sparks Street, Stop 10-1 
Ottawa,ON K1A 0G6 


or FAX form to: (613) 954-0696 
Please Print 


Name: 


Organization: 


Address: 


City: Province: 


Country: Postal Code: 


Telephone: _ ( ) - 


Please Specify Chapter Number and Quantity 


Chapter(s) # __ English  ____‘ French 
ee SE NGIS ae eae eee French 
# English  __ French 
Hee A ______ English ______ French 
# English ______ French 
_— ______ English _____ French 
_____ English == French 
_ English  _ ‘French 


Matters of Special Importance - 1997 
Foreword and Main Points Bilingual 


CD-ROM (contains Reports 
from 1988 to 1997) Bilingual 


Video (contains Selected 
Highlights of the Report) 


April / October 1997 English French 
December 1997 English French 


Video - Matters of Special Importance 

(The Auditor General's reflections 

on some issues from his 

1997 Reports) _____ English ____ French 


The Report is also available on the Internet at www.oag-bvg.gc.ca 
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